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We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following malerial, "no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).
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Check each applicable box below. (See instructions for further detail.)

All required component units/funds/agencies of the local unit are included in the financial stalements and/or disclosed in the
reporting entity notes to the financial statements as necessary.

There are no accumulated deficits in one or more of this unit’s unreserved fund balances/unrestricted net assets
(P.A. 275 of 1880) or the local unit has not exceeded its budget for expenditures.,

The iocal unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The loca! unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute,

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The local unit has not been delinguent in distributing tax revenues that were collected for another taxing unit.
The local unit only holds depositsinvestments that comply with statutory requirements.

The local unit has no illegal or unauthorized expenditures that came to our attention as defined in the Bulletin for
Audits of Local Unifs of Government in Michigan, as revised (see Appendix H of Bulletin).

There are no indications of defalcation, fraud or embezzlement, which came to our attention during the course of our audit
that have not been previously communicated to the Local Audit and Finance Division (LAFD}. If there is such activity that has
not been communicated, please submit a separate report under separate cover.

The local unit is free of repeated comments from previous years.
The audit opinion is UNQUALIFIED.

The local unit has complied with GASB 34 or GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

The hoard or council approves all invoices prior to payment as required by charter or statute,

To our knowledge, bank reconciliations that were reviewed were performed timely.

If a local unit of government (authorities and commissions included) is operating within the boundaries of the audited entity and is not
included in this or any other audit report, nor do they obtain a stand-alone audit, please enclose the name(s), address(es), and a
description(s) of the authority and/or commission,

1, the undersigned, certify that this statement is complete and accurate 1n all respects.

We have enciosed the foliowing: Enclosed | Not Required (enter a brief justification)
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Anderson, Tackman & Company, PLC 906-786-3111
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INDEPENDENT AUDITOR’S REPORT

Members of the Board of Commissioners
County of Menominee
Menominee, Michigan 49858

We have audited the accompanying financial statements of the governmental activities,
the business-type activities, the discretely presented component unit, each major fund and
the aggregate remaming fund information of the County of Menomiunee, Michigan as of
and for the year ended September 30, 2007, which collectively comprise the County’s
basic financial statements as listed in the table of contents. These financial statements are
the responsibility of the County of Menominee’s management. Our responsibility 1s to
express opinions on these financial statements based on our audit. We did not audit the
financial statements of the Menominee County Road Commission, which represents 100
percent of the activity of the discretely presented component unit. Those financial
statements were audited by other auditors whose report thereon has been fumtshed to us,
and our opinion, insofar as it relates to the amounts included for the Menominee County
Road Commission, is based on the report of the other auditors.

We conducted our audit in accordance with the auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material misstatement. An
audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audit provides a reasonable
basis for our opinions.

In our opinion, based on our audit and the report of other auditors, the financial
statements referred to above present fairly, in all material respects, the respective
financial position of the govemmental activities, the business-type activities, the
discretely presented component unit, each major fund and the aggregate remaining fund
information of the County of Menominee, Michigan as of September 30, 2007, and the
respective changes in financial position and, where applicable, cash flows thereof for the
year then ended in conformity with accounting principles generally accepted in the
United States of America,

901 LUDINGTON STREET ESCANABA, MICHIGAN 49829 (906) 786-3111 FAX (906) 786-8940



In accordance with Government Auditing Standards, we have also issued our report dated
March 21, 2008, on our consideration of the County of Menominee, Michigan’s intemal
control over financial reporting and on our tests of its compliance with certain provisions
of laws, regulations, contracts and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on
the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and
should be considered in assessing the results of our audit.

The Management’s Discussion and Analysis and the budgetary comparison information
on pages 3 through 12 and 50 and 51, are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally
accepted 1n the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we
did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opintons on the financial statements
that collectively comprise the County of Menominee’s basic financial statements. The
combining nonmajor fund financial statements are presented for the purpose of additional
analysis and are not a required part of the basic financial statements. The combining
nonmajor fund financial statements have been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, are fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

fnbbuor|Nockmarts Lonfiy PAL-

Anderson, Tackman & Company, PLC
Certified Public Accountants

March 21, 2008



MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED)

Our discussion and analysis of Menominee County’s financial performance provides an
overview of the County’s financial activities for the fiscal year ending September 30, 2007.
Please read it in conjunction with the County’s financial statements, which begin on page 13.

FINANCIAL HIGHLIGHTS

- Net assets for the County were reported at $13,792,771, an increase of $1,531,966 (12.5%)
over 2006. Net assets for our business-type activities were $2,246,199 or 16% of total net
assets, while net assets in our governmental activities were $11,546,572 or 84% of total net
assets.

- The County’s expenses for the year totaled $9,210,688, an increase of $12,68 lover 2006,
while revenues from all sources totaled $10,742,654, an increase of $618,311 (6.1%).
Expenses remained relatively level, while the primary increase in revenue for 2007 was due
to the shift in the property tax collections for the General Fund from December to July,
which requres the County to levy an additional 1/3 of their normal operating levy.
Additionally, the County sold a piece of property that accounted for approximately $237,000
of unbudgeted revenue.

- The General Fund reported an increase in fund balance of $564,773, representing an increase
in fund balance of 14%. This was after revenues of $6,571,378 compared to $6,037,039 in
2006, and expenditures of $6,052,607 compared to expenditures of $5,960,696 in 2006. In
2007, the County transferred $485,269 from the Revenue Sharing Reserve Fund in-lieu of
recelving State revenue sharing.

USING THIS REPORT

This annual report consist of a series of financial statements. The Statement of Net Assets and
Statement of Activities (on pages 13 and 14) provide information about the activities of the
County as a whole and present a longer term view of the County’s finances. Fund financial
statements start on page 15. For governmental activities, these statements tell how services were
financed in the short term as well as what remains for future spending. Fund financial statements
also report the County’s operations in more detail than the government-wide financial statements
by providing information about the County’s most significant funds. The remaining statement
provides financial information about activifies for which the County acts solely as a trustec or
agent for the benefit of those outside of government.
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Reporting the County as a whole
Statement of Net Assets and the Statement of Activities

Our analysis of the County as a whole begins on page 6. One of the most important questions
asked about the county’s finances; “Is the County as a whole better off or in worse condition as a
result of this year’s activities?” The Statement of Net Assets and the Statement of Activities
report information about the County as a whole and about its activities in a way that helps
answer this question. These statements include a/f assets and liabilities using the accrual basis of
accounting, which is similar to the accounting used by most private sector companies. All of the
current years revenue and expenses are taken into account regardless of when cash is received or
paid. These two statements report the County’s net assets and changes in them. You can think of
the County’s net assets, the difference between assets and liabilifies, as one way to measure the
County’s financial health, or firancial position. Over time, increases or decreases in the
County’s net assets are one indicator of whether its firancial health is improving or
deteriorating. You will need to consider other non-financial factors, however, such as changes in
the County’s property tax base to assess the overall financial health of the County.

In the Statement of Net Assets and the Statement of Activities, we divide the County Into two
categories of activities:

- Governmental activities — Most of the County’s basic services are reported here
including public safety, judicial system, parks and recreation and general
admmistration. Property taxes, state and federal grant funds make up the majority of
revenue for these activities.

- Business-type activities — The County charges a fee to customers to help cover all or
most of the costs of certain services it provides. The P.A. 123 foreclosure activity and
the collection of delinquent property taxes primarily make up these activities.

The County also presents one legally separate component unit, the County Road Commission. A
separate financial statement is available for the County Road Commission and is available at
their administrative offices.

Reporting the County’s Most Significant Funds

Fund Financial Statements

Our analysis of the County’s Major Funds begins on page 9. The fund financial statements begin
on page 15 and provide detailed information on the most significant funds - not the County as a
whole. Some funds are required to be established by State law, and by bond covenants. However,
the County Board of Commissioners establishes many other funds to help it control and manage
moncy for particular purposes or to show that the Board is meeting legal requirements for certain
taxes, grants and other money. The County’s two kinds of fiunds governmenial and proprietary -
use different accounting methods.



- Governmental funds — Most of the County’s services are reported in governmental funds
which focus on how money flows into and out of those funds and the balances that are left at
vear-end that are available for spending. These funds are reported using an accounting
method called madified accrual accounting, which measures cash and all other financial
assets that can be readily converted into cash. The governmental fund statements provide a
detailed short-term view of the County’s general government operations and the basic
services it provides. Governmental fund information helps you to determine whether there
are more or fewer financial resources that can be spent in the near future to finance County
programs. We describe the relationship (or differences) between governmental activities
(reported in the Statement of Net Assets and Statement of Activities) and governmental funds
1n a reconciliation which follows the fund financial statements.

- Proprietary funds - When the County charges customers for the services it provides -
whether to outside customers or to other units of the County — these services are generally
reported 1n proprietary funds. Proprietary funds are reported in the same way that all
activities are reported in the Statement of Net Assets and the Statement of Activities. In fact,
the County’s enterprise funds {a component of proprietary funds) are the same as lhe
business-type activities that we report in the government-wide statements, but provide more
detail and additional information, such as cash flows, for proprictary funds.

The County as a Trustee

The County is the trustee, or fiduciary, of tax receipts and other collections, that are collected for
other agencies and held for periodic payment to those agencies. The County’s fiduciary activities
are reported in a separate Statement of Fiduciary Net Assets on page 22. We exclude these funds
from the County’s other financial statements because the County cannot use these assets to
finance its operations. The County is responsible for ensuring that the assets reported in these
funds are used for their intended purpose.



The County as a Whole

The County’s combined net assets increased by $1,531,966.

Table 1
Net Assets
Governmental Governmental Busimess-Type Business-Type
Activitics Activities Activities Activities
2006 2007 2006 2007
Current and other assets § 8,243,214 $ 9,901,497 § 2,366,524 § 2444431
Capital assets (net) 2,936,730 3,035458 - -
Total Assets 11,179,944 12,936,955 2,366,524 2,444 431
[Long-term debt outstanding 566,538 617,398 - -
Other liabilitie s 517,665 772,985 198,460 198,232
Total Liabilities 1,087,203 1,390,383 198,460 198232
Net Agsers:
Invested m capital assets,
net ofrelated deht 2,936,730 3,035,458 - -
Regricted assets:
Expendable 1,475,314 2.157,555 - -
Unexpendable 2,187 2,000
Unrestricted 5,678,510 6,351,359 2,168,064 2,246,199
Total net assets § 10,092,741 $ 11,546,572 $ 2,168,064 $ 2,246,199

Net assets of the County’s governmental activities stood at $11,546,572. Unrestricted net assets,
the part of net assets that could be used to finance the day-to-day operations without constraints
established by debt covenants, enabling legislation, or other legal requirements stood at
$6,351,559.

Net assets in our business-type activities stood at $2,246,199, which were entirely unrestricted as
of September 30, 2007.



Revenu es:

Propram Revenues:
Charges for services
Operating grants
Capital grants

General Revenues:
Property taxes
Unrestricted investment

carnings
Miscellaneous
Total Revenues

Program Expenses:
Legislative
Judicial system
Genera) government
Publie safety
Health and we lfare
Recreation and culture
Community & economic development
Other
P.A. 123 foreclosure
Delmquent tax revolving
Total Expenses
Excess (deficiency) before
transfers and contributions

Transfers

Increase (decrease) in
net assets

Net assets - beginning

Net ussets - ending

Table 2

Changes in Net Assets

Governmental Governmental] Business-Type Business-Type
Activities Activines Activities Activities
2006 2007 2006 2007
$ 1,644247 § 1,661,143 % 311,622 % 356436
1,303,304 1,247,863 - -
363,144 50,174 - -

6,090,642 6,574,104 - -
227,579 229,721 - 36456
183,805 586,757 - -
9,812,721 10,349,762 311,622 392,892
247,842 254,583 - -
1,336,240 1,380,595 - -
2,463 482 2,458,612 - -
3,238335 3,200,903 -
1,062,334 1,130,667 -
668,749 776,240 - -
20,000 - - .
120,580 - -
- - 9,258 7815
- - 1,187 1271
9,187,562 9,201,602 10445 . 2:086
625,159 1,148,160 301,177 383,806
321,485 305,671 (321.485%) (303,671}
946,644 1,453,831 (20,308) 78,135
9,146,097 10,092,741 2,188372 2,168,064
$ 10,002,741 § 11,546,572 § 2,168,064 § 2246,199




Governmental Activities
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Governmental Activities

Revenues for the County’s governmental activities lotaled $10,655,433, while expenses were
$9,201,602. The excess of revenue over expenses was $1,453,831, this was generally the result
of the shifted tax collection and the establishment of the revenue sharing replacement account,
which can only be expended per state guidelines. It also reflects elimination of several positions
that were budgeted but not filled after retirements, as well as proceeds from the sale of the
former BAMC building and property.

Table three below reflects the cost of each of the Couniy’s five largest activities; Public Safety,
Tudicial Systern, General Government, Health and Welfare, and Recreation and Culture, as well
as cach program’s net cost (total cost less revenues generated by the activities). The net cost
shows the financial burden that each function placed on the taxpayers.

Table 3
Government Activities

Total Cost Total Cost Net Cost Net Cost
of Services of Services of Services of Services
2006 2007 2006 2007

Public safety § 3238335 S 3,200,905 $ 2,076,167 $ 2,353,655
(eneral government 2,463,482 2,458,612 1,955,445 1,641,500
Judicial system 1,336,240 1,380,595 201,426 326,835
Health and welfare 1,092,334 1,130,667 892,058 897,909
Recreation und culture 668,749 776,240 363,349 467 880
Totals § 8,799,140 S 8,947,019 § 5488445 § 5987830

Business-Type Activities

The County’s business-type activilles net assets totaled $2,246,199, with an icrease in the
current year of $78,135.

THE COUNTY’S FUNDS

The focus of the governmental funds of the County is to provide information on near-term
inflows, outflows and balances in spendable resources. The fund information is useful to
determine short-term financing requirements and can be used to measure the County’s net
resources available for spending at the end of the fiscal year.

For the current fiscal year the County’s governmental funds reported total fund balance of
$6,903,777, of which, $6,901,540 was unreserved. The General Fund unreserved {fund balance
amounted to $4,601,514, with $2,448,694 designated for future expenditures. The General Fund
had an increase in fund balance of $564,773, representing an increase of 14% over the prior year
fund balance.



In fiscal year 2005, in accordance Public Act 357 of 2004, the County established the Revenue
Sharing Reserve Fund which is to be used to supplement the State revenue sharing payments for
the next several years. The Act calls for the County to put one-third of the December 2004 levy
into this new fund, and put the same amount in the Revenue Sharing Reserve Fund from the
December 2005 and 2006 levy’s. In 2007, the County placed $1,159,297 in property taxes {rom
the December 2006 levy into the Revenue Shanng Reserve Fund and also transferred $485,269
to the General Fund for operating purposes. In order to make up the shortfall in the General
Fund for property taxes, the Act allowed the County to levy a full property tax levy in July and
that amount has been recognized as revenue in the General Fund.

General Fund Budgetary Highlights

Over the course of the year, the budget was amended several times. These amendments were
made to recognize changes to revenue or expenditures. The budgeted revenues net change from
the original budget (o the final amended budget amounted to $63,271, representing an increase of
about 1%. The budgeted expenditures of the final amended budget increased by $3 17,395 over
the original budget, representing an increase of 5.6%. The final amended budget projected a
deficit of $137.962, while the actual results showed an mecrease to fund halance of $564,773.
Expenses were controlled by the attrition of positions which had been budgeted, as well as a
prorated increase in health nsurance costs of 6%, 7% and 8% depending on coverage level as
opposed to the budgeted 10% increase. Revenue was spiked by the funds from the sale of the
BMAC building as well.

General Fund

2007 General Fund Revenues

Licenses and
Permits
0%

Fines, forfeitures
and penalties
1%

Interest and Rentals Federal Sources EIFederal Sources

0,
3% 5% E§State Sources
Charg‘es for State Sources  |[JTaxes
Se:::;:es % OCharges for Services
(]

RBInterest and Rentals
ELicenses and Pemits

EIFines, forfeitures and penalties
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2007 General Fund Expenditures
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27%
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40%

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At the end of fiscal 2007, the County had $3,035,458, net of accumulated depreciation, invested
n a variety of capital assets including machinery and equipment, buildings and improvements,
parks and land. (Sec table 4 below)

Table 4
Capital Assets at Year-End
{net of accumulated depreciation)

Governmental Governmentat
Activities Activities
2006 2007
Land 3 193,709 ) 193,709
Land improvements 98389 72,787
Buildings and improvements 1,742,277 1,759,775
Machinery and equipment 902,355 1,009,187

Total 5 2,936,730 S 3,035,458




DEBT
At vear-end the County had a $50,000 note outstanding.

Table 5
Outstanding Debt at Year-End

Govemmental Governmental
Activitics Activites
2006 2007
Note payable to Wells Fargo Bank for community
development revolving loan program 5 50,000 $ 50,000
Compensated absences 418,580 466,320
Alternative retmement 274,138 290212

There were no additions to long-term debt this fiscal year. The State of Michigan Immits the
amount of general obligation debt that local units of government can issue to 10% of the current
equalized valuation, including TIF valuations. The County 1s well below statutory limits.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The County Board of Commissioners and county management will consider many factors when
sctting the fiscal year budget, tax rates and fees that will be charged for services. One of those
factors is the uncertainty of the future of State revenue sharing, particularly if 1t will ever return,
as well as other changes in State government which will effect the way programs and services
are provided and funded. The economy in the Menominee County area appears to be flat in
relation to job growth, and in fact seems to be Josing some ground. The cost of living in the
Menominee County area 1s at the national and State average. The growth of other costs continue
1o rise at the national inflation rate and in some cases lower, and other cases higher. Health care
costs continue to be a concern for the County and local employers. These factors were taken into
account when adopting the 2007 budget, and while some progress has been made contract
negotiations will center on the employees paying 10% of the premium costs, so that they have a
more vested interest in the cost of the plan. Fuel prices, and heating costs continue to grow
disproportionately and have significant impact on the cost of operations.

CONTACTING THE COUNTY’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers and customers, as well as
investors and creditors with a general overview of the County’s finances and to show the
County’s accountability for the revenues 1t receives. If you have questions about this report or
need additional information, contact the County Administrator at the Menominee County
Courthouse, 839 10" Avenue, Menominee, Michigan, 49858.
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COUNTY OF MENOMINEE, MICHIGAN
STATEMENT OF NET ASSETS
September 30, 2007

Primary Government Component Unit
Governmental Business-Type Road
Activities Activities Total Commission
ASSETS
Current assels:
Cagh and cash equivalen(s § 5279529 § 1,664,198 8§ 6,944,127 § 854,703
Investments 171,793 - 171,793 550148
Receivables:
Accounts 15,268 54,018 86,286 14,612
Taxes 1,535,115 - 1,535,115 -
Delinquent taxes - 532,107 532,107 -
Interesi 19,294 60,359 76,653 -
Due from other governmental units 226,232 722 226,954 918,039
Internal balances 205,225 - 205,225 -
Prepaids 28,794 - 28,794 -
Inventory - - - 514,875
Total current assets 7,501,650 2,311,404 9,813,054 3,001,378
Noncurrent assels:
Delinquent taxes - 133,027 133,027 -
Tiquity interest in Twin County Airport 2,407,272 - 2,407,272 -
Capital assets, net of accurnulated ‘
depreciation 3,035,458 - 3,035,458 29,528,411
Total noncurrent assets 5,442,730 133,027 5,575,757 29,928 411
Total assets $ 12944380 § 2444431 § 15,388,811 § 32929789
LIABILITIES
Current liabilities:
Accounts payable $ 512,208 § 1,007 % 513,215 § 216,919
Accrued payroll 79,068 - 79,068 78,080
Intemnal balances - 197,225 167,225 -
Due to other governmerntal units - - - 153,654
Deferred revenne - - - 10,391
Long-term Habilities due within one year:
Compensated absences 189,134 - 156,134 -
Tatal current liabilities 730,410 198,232 978,642 460,584
Long-term liabilities:
Advances - - - 172,119
Compensated absences 567,398 - 567,398 263,121
Notes payable 50,000 - 50,000 -
Total long-term liabilities 17,398 - 617,398 435,240
Total liabilities 1,397 808 158,232 1,596,040 865 824
NET ASSETS
Invested in capital assets, net ol related debts 3,035458 - 3,035,458 29,928,411
Restricted for:
Expendzbie:
Special revenue 2,155,324 - 2,155,324 -
Permanent fund 231 - 231 -
County Roads - - - 2,105,554
Unexpendablea 2,000 - 2,000 -
Unrestricted 6,333,559 2,246,199 8,509,758 -
Total net assets 11,546,572 2,246,199 13,792.771 32,033,965
TOTAL LIABILITIES AND NET ASSETS $ 12944380 § 2,444,431 3 15388811 ¥ 32,929789

See accompanying notes to financial staterments.
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COUNTY OF MENOMINEE, MICHIGAN

BALANCE SHEET
GOVERNMENTAL FUNDS
September 30, 2007

Nommajor Total
Revenue Governimental Governmerital
General Fund Sharing Reserve Funds Funds
ASSETS
Cash and equivalents:

Unrestricted $ 4,058,276 5 912,527 $ 309,126 $ 5,279,929
Investments 171,793 - - 171,793
Recervables:

Accounts 12,495 - 22,773 35,268

Taxes 1,535115 - - 1,535,115

Interest 14,625 4,669 - 19,294
Due from other funds 211,078 1,156,583 3,688 1,371,749
Due from State of Michigan 134,385 - 91,847 226,232
Prepaid expense 28,794 - - 28,794

Total assets % 6,166,561 8 2,074,179 $ 427,434 $ 8,008,174
LIABILITIES
Accounts payable $ 349,158 $ - 3 163,050 $ 512,208
Accrued payroll 51,718 - 27,350 79,068
Due to other funds 1,160,671 5,853 - 1,166,524
Deferred revenue 3,500 - 3,097 6,597
Total liabilitics 1,565,047 5,853 193,497 1,764,397
FUND BALANCES
Unrescrved:

Designated 2,448,694 - - 2,448,694

Undesignated 2,152,820 2,068,326 - 4,221146
Unreserved, reported as non-major:

Special revenue fands - 231,706 231,706
Reserved - - 2,231 2,231

Total fund balances 4,601,514 2,068,326 233,937 6,903,777
Total liabilities and fund balances $ 6,166,561 $ 2,074,179 $ 427,434 3 8,668,174

See accompanying notes to financial statements.
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COUNTY OF MENOMINEE, MICHIGAN
RECONCILIATION OF THE GOVERNMENTAL FUND BALANCE
TO NET ASSETS OF GOVERNMENTAL ACTIVITIES
September 30, 2007

Total fund balances for governmental funds 3 6,903,777

Total net assets reported for governmental activities i the statement of net assets
is differeut because:

Capital assets used i governmental activities are not financial resources and
therefore are not reported in the funds. Those assets consist of

Land and land improvements 273,991
Buildings and improvements 4,206,110
Machinery and equipment 2,166,070
Accumulated depreciation (3,610,713)
Total capital assets 3,035,458

The County maintaing 2 50% equity interest in the net assets of the Twin
County Airport Commission. 50% of the net assets of the Twin County
Anrport Conunission anounted to: 2,407,272

Long-term liabilitics applicable to the County's governmental activities are not
due and payable in the current period and accordingly are not reported as

fund liabilities. Interest on long-term debt is not accnied in governmental
funds, but rather is recognized as an expenditure when due. All liabilities,
both current and long-term, are reported in the statement of net assets.

Notes payable (50,000)

Compensated absences {756,532) (806,532)

In the governmental fund statements, the County recorded monies received
as a deferred revenue, this amount has been recognized

as revenue in the statement of activities. 6,597
Total net assets of governmental activities ’ $ 11,546,572

See accompanying notes to {inancial statements.
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COUNTY OF MENOMINEE, MICHIGAN
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE
GOVERNMENTAL FUNDS
For the Year Ended September 30, 2007

Nonmajor Total
General Revenue Governmental Govermmental
Fund Sharing Reserve Funds Funds
REVENUES:
Taxes $ 4,475,076 b 1,159,297 3 939,731 b 6,574,104
Licenses and permits 14,819 - - 14,819
Federal sources 299,446 - 83,924 383,370
State sources 476,290 - 481,622 657,912
Local sources 20,028 - 97,442 117,470
Charges for services 714,067 - 633,316 1,367,383
Fines, forfeitures and penalties 73,675 - 97.819 171,494
Interest and rentals 182,947 46,774 44 229765
Other 315,030 - 30,840 345,870
Total revenues 6,571,378 1,206,071 2,384,738 10,162,187
EXPENDITURES:
Legislative 250,766 - - 250,766
Judicial system 1,314,817 - 14,407 1,329,224
General government 2,351,298 70 204,309 2,555,677
Public safety 1,653,084 - 1,389,937 3,043,041
Health and welfare 360,717 - 736,255 1,126,972
Recreation and cultural 13,600 - 741,993 755,593
Community and economic developrnent - - - -
Capital outlay 78,325 - 96,918 175,243
Other - - - -
Total expenditures 6,052,607 70 3,183,83¢ 9,236,516
Excess revenues {(expeuditures) 518,771 1,206,001 (799,101) 925,671
OTHER FINANCING SOURCES (USES):
Transfer in 790,939 - 744,937 1,535,876
Transfer out (744,937) (485,269) - (1,230,206)
Total other financing sources {uses) 46,002 (485,269) 744,937 305,670
Net change in fund balance 564,773 720,732 (54,164) 1,231,341
Fund balances - beginning of year 4,036,741 1,347,594 288,101 5,672,436
Fund balances - end of year $ 4,601,514 S 2,068,326 3 233,937 3 6,903,777

See accompanying notes to financial statements.
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COUNTY OF MENOMINEE, MICHIGAN
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES
For the Year Ended September 30, 2007

Net changes i fund balances - total govermmental funds S 1,231,341
The change in net assets reported for governmental activities in the
statement of activities is different because:
Governmental funds report capital outlays as expenditures. However,
in the statement of activities the cost of those assets is capitalized and
the cost of those assets is allocated over their estimated useful lives
and reported as depreciation expense. This is the amount by which
capital outlays ($418,087) exceeded depreciation expense ($304,930). 113,157
Under the modified accrual basis of accounting used in governmental funds,
expenditures are not recognized for transactions that are not normally paid with
expendable available financial resources. In the statement of activities,
however, which is presented on the accrual basis, expenses and liabilitics are
reported regardless of when financial resources are available.
Compensated absences (63,817)
Revenue which was deferred in the fund financial statements but recognized
in the government-wide financial stalements. 1,089
Change m value of the equity interest in the airport on the government-wide
financial statements. 186,489
Loss on the sale of assets which is recognized in the government-wide
financial statements. (14,428)
Changes in net assets of governmental activities $ 1,453,831

See accompanymng notes to financial statements.
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COUNTY OF MENOMINEE, MICHIGAN

STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
September 30, 2007

Noumajor
Enterprise
Fund Total
P.A 123 Enterprise
DTRF Foreclosure Funds
ASSETS
Current assets:
Cash and cash equivalents
Unrestricted § 1,434,904 3 229,294 b 1,664,198
Receivables:
Accounts 53,592 426 54,018
Delinquent taxes 532,107 - 532,107
Interest 60,359 - 60,359
Due from other governmental units 722 - 722
Total current assets 2,081,684 229,720 2,311,404
Noncurrent assets:
Delinquent taxes 133,027 133,027
Total assets $ 2214711 3 229,720 $ 2,444 431
LIABILITIES
Current liabilities:
Accounts payable 3 712 $ 295 3 1,007
Due to other funds 197,225 - 197,225
Total liabilities 197,937 295 198,232
NET ASSETS
Unrestricted 2,016,774 229,425 2,246,199
TOTAL LIABILITIES AND NET ASSETS 3 2,214,711 $ 229,720 $ 2,444 431

See accompanying notes to financial statements.
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COUNTY OF MENOMINEE, MICHIGAN

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

PROPRIETARY FUNDS
Far the Ycar Ended September 30, 2007

Nonmajor
Enterpnse
Fund Total
P.A. 123 Enterprise
DTRFE Foreclosure Funds
OPERATING REVENUES:
Charges for services $ 55,759 $ 183,769 236,528
Rental and interest income 116,908 - 116,908
Total operating revenue 172,667 183,769 356,436
OPERATING EXPENSES:
Supplies 207 3,270 3,477
Travel - 394 394
Services - (356) (356)
Printing and publishing - 824 824
Miscellaneous 1,064 3.683 4,747
Total operating expenses 1,271 7,815 9,086
Operating income (loss) 171,396 175,554 347350
NONOPERATING REVENUES (EXPENSES):
Transfer out (269,125) (36,546) (303,671)
Investment income 15811 645 36,456
Total nonoperating revenues (expenses) (233,314) (35,901) {269,215)
Change in net assets (61,918) 140,053 78,133
Total net assets - beginmng 2,078,692 86,372 2,168,064
Total net assets - ending 5 2,016,774 $ 229,425 2,246,199

See acconipanying notes to {inancial statements.
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COUNTY OF MENOMINEE, MICHIGAN
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
For the Year Ended September 30, 2007

Nonmajor
Enterprise
Fund Total
P.A 123 Enterprise
DTRF Foreclosure Funds
CASH FLOWS FROM OPERATING ACTIVITIES
Recetpts from customers 3 55,759 $ 183,742 h 239,501
Receipts from interest and rents 125,096 - 125,096
Cash received for collection of taxes 1,082,048 - 1,082,048
Paymeuts to suppliers (1,271) (8,043) (9.314)
Cash payments for taxes (1,061,924) - (1,061,924}
Other receipts (payments) (34,630) - (34,630)
Net cash provided (used) by operating activities 165,078 175,699 340,777
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Operating transfer owut (269,125) {36,546) {305,671)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest earnings 35811 645 36,456
Net increase (decrease) in cash and equivalents - (68,236) 139,798 71,562
Cash and equivalents, beginning of year 1,503,140 89,496 1,592,636
Cash and equivalents, end of year $ 1,434,904 3 229.294 $ 1,664,198
Reconciliation of operating income (loss) to net
cash provided by operating activities:
Operating income (loss) $ 171,396 175,954 3 347,350
Changes in assets and liabilities:
(lncrease) decrease in receivables (6,318) 27 (0,345)
{Increase) decrease in due from other funds - - -
Increase (decrease) in accounts payable - (228) (228)
Increase (decrease) in due to other funds - - -
Tota! adjustments (6,318) (255) (6,573)
Net cash provided by operating activities 3 165,078 3 175,699 3 340,777

See accompanying notes to financial statements.

21



COUNTY OF MENOMINEE, MICHIGAN
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
September 30, 2007

Agency Funds
ASSETS

Cash and cash equivalents:
Unrestricted $ 1,443,583
Due from other governmental units 5
Total assets 3 1,443,588

LIABILITIES

Due to other funds S 8,000
Due to other governmental units 1,288,473
Other liabilities 147,115
Total liabilities 3 1,443,588

See accompanying notes to financial statements.
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COUNTY OF MENOMINEE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Background - The County of Menominee was organized under the provisions of the Michigan Constitution.

The County is operated under a Commissiory Administrator form of government and provides services in the
following functional areas: legislative, courts, public records, public roads, management, building operation
and expense, human service, resource management and development, law enforcement, and health services.
The County is governed by an elected five member Board of Commissioners, with the county seat located in
the City of Menominee.

The financial statements of the County have been prepared in conformity with accounting principles
generally accepted in the United States of America. The Governmental Accounting Standards Board
(GASB) is the accepted standard setting body for establishing governmental accounting and financial
reporting principles. The financial statements have been prepared in accordance with GASB Statement 34,
Basic Financial Statements and Management's Discussion and Analysis. GASB 34 significantly changes
financial reporting for govemmental agencies by adding govemment-wide financial statements,
management’s discussion and analysis and reporting on infrastructure.

Reporting Entity - For financial reporting purposes, in conformance with GASB Statement 14, as amended
by GASB Statement 39, Menominee County (the primary government) includes all funds, agencies, boards,
commissions, other component units, and authorities that are controlled by or dependent on the County's
legislative branch, the County Commission. Control by or dependence is determined on the basis of budget
adoption, taxing authority, outstanding debt secured by revenues or general obligations of the County,
obligation of the County to finance any deficits that may occur, or receipt of significant subsidies from the
County. In addition, State of Michigan - Department of Treasury pronouncements were considered in the
determination process. The component units discussed below are included in the County's reporting entity
because of the significance of their operational or financial relationships with the County.

Component Units - In conformity with generally accepted accounting principles, the financial statements of
component units have been included in the financial reporting entity either as blended component units or as
discretely presented component units.

Blended Component Units - The County has one component unit for which the financial data has been
blended with the primary government financial statements.

Menominee County Library - The Menominee County Library is governed by a five-member board
appointed by the County Board. Although it is legally separate from the County, the Library is
reported as if it were part of the primary government because its primary purpose is to serve the
population of Menominee County.
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COUNTY OF MENOMINEE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Discretely presented component unit - The component unit sections in the Statement of Net Assets and the
Statement of Activities include the financial data of the Menominee County Road Commission. The
component units are reported in a separate column to emphasize that they are legally separate from the
County.

Menominee County Road Commission - The Menominee County Road Commission, which is
established pursuant to the County Road law (MCL 224.1), is governed by an elected three member
Board of Commissioners. The Road Commission may not issue debt or levy a tax without the
County Board of Commissioners approval. Complete financial statements of the Road
Commission may obtained at the following address:

Menominee County Road Commission
P.O. Box 527
Stephenson, Michigan 49887

Joint Ventures - Menominee County is a participant in the following joint ventures:

Twin County Airport — Menominee County participates with Marinette County, Wisconsin, in a
joint venture to operate the Twin County Airport located in the City of Menominee, Michigan. The
Twin County Airport Commission (TCAC) was created for that purpose. The TCAC is governed
by a six member board composed of three appointees from each county. Members from each
county are appointed by the chairperson of that county, subject to the approval of the respective
county board. Both counties are obligated by agreement to share equally in providing the local
funds necessary for the operation and improvement of the airport. Each county maintains a fifty
percent equity interest in the net assets of the Airport. During 2006, Menominee County remitted
an operating appropriation of $52,500 to the TCAC. Complete financial statements for the TCAC
can be obtained from the TCAC office at 2801 North 22™ Street, Menominee, Michigan, 49858.

Pinecrest Medical Care Facility - Menominee County is a participant with Dickinson and Delta
Counties in a joint venture to operate the Pineerest Medical Care Facility. The Pinecrest Medical
Care Facility was established under PA 178 of 1929 (MCL 404.1) permitting the establishment,
operation and control of county medical care facility by two or more counties of less than
1,000,000 population. The Pinecrest Medical Care Board was created for that purpose. The nine-
member board is composed of three representatives from each County's Social Services Board.
The Counties are obligated by agreement to share equally in providing the local funds necessary for
operations and improvements. Pinccrest Medical Care Facility is custodian of their funds and the
financial statements are not reported in any one of the three counties. Complete Financial
Statements for the Pinecrest Medical Care Facility can be obtained from Pinecrest's Office at N
15995 Main Street, Powers, Michigan 49874.
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COUNTY OF MENOMINEE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Delta-Menominee District Health — Menominee County is a participant with Delta County in a
joint venture to operate the Delta-Menominee District Health Department. The Delta-
Menominee District Health Department Board was created for that purpose. The Delta-
Menominee Health Department is governed by a six member board composed of three members
appointed from each county. The Counties are obligated by agreement to a funding formula that
requires Menominee County to provide 40% and Delta County 60% of the net budget
appropriation requirements.  During 2006, Menominee County remitted an operating
appropriation of $124,363 to the Health Department. Complete financial statements for the
Delta-Menominee District Health Department can be obtained from the Department’s office at
2920 College Avenue, Escanaba, Michigan, 49829,

Jointly Governed Organization

Northpointe Behavioral Healthcare Systems Authority — Menominee, Dickinson, and Iron Counties
entered into an inter-local agreement on October 16, 1994 for the purpose of establishing an
Authority to govern community mental health programs.

Northpointe was established pursuant to the Michigan Constitution of 1963, Article 7, Section 28,
the Mental Health Code, 1974 PA 258, as amended, and the Urban Cooperation Act, 1967 PA 7, is
governed by a twelve member board. The board is made up of five members each from
Menominee and Dickinson Counties and two members from Iron County. The County does not
have an ongoing financial interest or an ongoing financial responsibility in Northpointe but did
make an appropriation in the amount of $99,608.

Complete financial statements for Northpointe can be obtained from their office located at 715 Pyle
Drive, Kingsford, Michigan, 49802.
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COUNTY OF MENOMINEE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Accounting Policies - The accounting policies of the County of Menominee conform to accounting principles
generally accepted in the United States of America as applicable to state and local governments. The
following is a summary of the more significant policies:

Fund Accounting - The accounts of the County are organized on the basis of funds and account groups, each
of which is considered a separate accounting entity. The operations of each fund are accounted for with a
separate set of self-balancing accounts that comiprise its assets, -habilities, fund equity, revenues, and
expenditures or expenses, as appropriate. Government resources are allocated to and accounted for in
individual funds based upon the purposes for which they are to be spent and the means by which spending
activities are controlled.

Government-wide and fund financial statements — The government-wide financial statements include a
Statement of Net Assets and a Statement of Activities which report the information on all non-fiduciary
activities of the primary government and its component units. Most of the effects of interfund activity have
been removed from these statements. Governmental activities, which normally are supported by taxes and
intergovernmental revenue, are reported scparately from business-type activities, which rely primarily on
user fees and charges for service. Likewise, the primary government is reported separately from certain
legally separate component units for which the primary government is financially accountable.

The statement of activities demonstrate the degree to which the direct expenses of a given function or
segment are offset by program revenues. Direct expenses are those that are clearly identified with a specific
function or segment. Program revenues include 1) charges for services to customers ov applicants who
purchase, use, or directly benefit from goods, services, or privileges provided by a specific function or
segment and 2) operating grants and contributions that are restricted to mecting the operating or capital
requirements of a particular function or segment and 3) other revenues that are by definition related to the
cost of providing a specific function or segment. Taxes and other items not specific to particular functions or
segments are reported instead as general revenues.

Separate financial statements are provided for govemnmental funds, proprictary funds, and fiduciary funds,
even though fiduciary funds are excluded from the government-wide financial statements. Major individual
govemimental funds and major enterprise funds are reported as separate columns in the fund financial
statements.
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COUNTY OF MENOMINEE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Measurement focus. basis of accounting and financial statement presentation — The government-wide
financial statements use the economic resources measurement focus and full accrual basis of accounting
which also include the proprietary and fiduciary fund financial statements. Revenues are recorded when
earned and expenses are recorded when a liability is incurred, regardless of the timing of the related cash
flows. Property taxes are recognized as revenue in the year in which they are levied. Grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the grantor have been met.

Govemmental fund financial statements are reported using the current financial resources measurement focus
and the modified accrual basis of accounting. Revenues are recognized as soon as they are both measurable
and available. Revenues are considered to be available when they are collectable within the current period or
soon thereafter to be used to pay liabilities of the current period. For this purpose, the County considers
revenues to be available if they are collected within sixty days of the end of the current fiscal period.
Expenditures generaily are recorded when a liability is incurred, as under accrual accounting. However, debt
service expenditures, as well as expenditures related to compensated absences and claims and judgements
are recorded only when the payment is due.

Property taxes, licenses, interest revenue and charges for services are considered susceptible to accrual and
have been recognized as revenues in the current fiscal period. All other revenue items are considered to be
measurable and available only when cash is received by the County.

The County reports the following as major governmental funds:

General Fund —~ The General Fund 1s the County’s primary operating fund. It accounts for all the
financial resources of the general government, except those required to be accounted for in another fund.

Revenue Sharing Reserve — The Revenue Sharing Reserve fund accounts for the activities related to the
passing of Public Act 357 of 2004, which requires the County to place $1,159,297 from their December
2004, 2005 and 2006 levy into this fund and transfer a portion of those funds to the General Fund
annually until the Revenue Sharing Reserve fund is depleted. The fund was created to supplement the
County for the loss of State revenue sharing payments. The amount transferred to the General Fund is
determined annually by the State of Michigan.

The County reports the following as major proprietary funds:

Delinquent _Tax Revolving — This fund accounts for the purchase and subsequent collection of
delinquent real property taxes from the various taxing units throughout the county.
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COUNTY OF MENOMINEE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Additionally, the County reports the following fund types:

Agency funds — Agency funds are used to account for assets held by the County in a trustee capacity or
as an agent for individuals, private organizations, other governments, and/or other funds. Agency funds
are custodial in nature (assets equal liabilities) and do not involve measurement of results of operations.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed in both the government-wide and proprietary fund financial statements to the extent that those
standards do not conflict with or contradict guidance of the Governmental Accounting Standards Board.
Governments also have the option of following subsequent private-sector guidance for their business-type
activities enterprise funds, subject to the same limitation. The County has elected not to follow subsequent
private-sector guidance.

As a general rule the effect of interfund activity has been eliminated from the governmental-wide financial
statements.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating revenues
and expenses generally result from providing services and producing and delivering goods in connection with
a proprietary fund’s principal ongoing operations. The principal operating revenues of the P.A. 123
Foreclosure enterprise fund are fees charged to delinquent property owners as part of the foreclosure process
and the sale of parcels of property at the land auction and the principal operating revenues of the Delinquent
Tax Revolving fund are interest and fees collected on delinquent property taxes. Operating expenses for
enterprise funds include the cost of sales and services, administrative expenses and depreciation on capital
assets, if applicable. All revenues and expenses not meeting this definition are reported as nonoperating
revenues and expenses. When both restricted and unrestricted resources are available for use, it is the
County’s policy to use restricted resources first, then unrestricted resources as they are needed.
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COUNTY OF MENOMINEE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Budgets and Budgetary Accounting - The County utilizes the following procedures in establishing the

budgetary data reflected in the financial statements:

a.

During mid-year, County management submits to the County Board a proposed operating budget for the
fiscal year commencing the following October 1*. The operating budget includes proposed
expenditures and the means of financing them. After submission to the governing body, public hearings
are held to obtain taxpayer comments. Following the public heanings, the proposed budget, including
authorized additions and deletions, is legally enacted by County Board action.

Budgets are adopted on a basis consistent with accounting principles generally accepted in the United
States of America for the General Fund and special revenue funds. Budget is defined as the originally
approved budget plus or minus approved amendments. Budget appropriations not expended during the
year will lapse unless authorized by the goveming body to be forwarded into the succeeding year’s

budget.

During the year, formal budgetary integration is employed as a management control device for the
General Fund and special revenue funds.

Expenditures may 1ot exceed appropriations provided in detail budget accounts mamntained for each
activity of department of the County. Amendments to the budget during the year require initial approval

by management and are subsequently authorized by the County Board.

Encumbrance accounting is not used by the County to record commitments related to unperformed
contracts for goods or services.

The general Michigan statute governing County budgetary activity is the Uniform Budgeting and
Accounting Act.
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COUNTY OF MENOMINEE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash Equivalents and Investments — Cash and investments are segregated on the statement of net assets.
Cash deposits consist of demand and time deposits with financial institutions and are reported at carrying
amount which 1s fair value. Investments are stated at cost or amortized cost which approximates market
value. For the purpose of the statement of cash flows, the County considers all highly liquid investments
with maturities of less than three months or where there is no loss of principal upon early withdrawal as cash
equivalents.

Interfund Receivables and Payables - Durmg the course of operations, numerous transactions occur between
individual funds for goods provided or services rendered. These receivables and payables are classified as
"due from other funds" and "due to other funds" on the balance sheet.

Property Taxes - Assessed property values are established annually (the first Monday in March) by the local
units of government and equalized by the State at an cstimated 50% of current market value. Property
taxable value is determined i accordance with (MCL 211.34d). The property taxes are levied based on
taxable value on December 1%, and are payable without penalty through the following February 28.

Real property taxes not paid by February 28 are purchased by the County as part of the March tax settlement.
County property taxes are recognized as revenue in the current fiscal year when services financed by the
levy are being provided.

The December 2006 taxable valuation of Menominee County amounted to $545,879,679 on which ad
valorem taxes of 2.3804 mills were levied for county operations, 1.1100 mills for county road patrol, and
5709 mills for senior citizens programs. The December 2006 tax levy should raise approximately
$1,299,412 for County operating purposes, $605,926 for road patrol and $311,642 for senior citizens
programs. The County also levied 7.1203 mills on July 1, 2007 on a taxable value of $573,069,431 which
should raise approximately $4,080,426 for county operations.

In fiscal year 2007, the County was required by Public Act 357 of 2004, to set aside one-third of the
calculated December 2004 levy from County operations ($1,159,297) into the Revenue Sharing Reserve
Fund, leaving the residual collection of about $150,000 for County General Fund operations. In July 2007,
the County levied a full levy of the property taxes for County operations and these funds will be used to fund
operations for the 2007 fiscal year. For fiscal years 2007 and beyond, the County’s operating mills will be
levied as part of the July levy, leaving only the extra voted mills to be levied each December.
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September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Property Taxes (continued)

Because County operating mills will be levied on July 1** for each fiscal year ended September 30, it is the
County of Menominee’s policy to recognize revenue from the current tax levy in the current year when the
proceeds of this levy are budgeted and made available for financing operations. Available means collected
within the current period or expected to be paid from the delinquent tax revolving fund within one year,

The Revenue Sharing Reserve Fund will be funded by property taxes in the amount of $3,477,891 over a
three-year period and will be used to transfer amounts annually to the General Fund in lieu of the County
recetving State revenue sharing payments. The amounts to be transferred to the General Fund will be
determined by the State of Michigan annually and an amount of $485,269 was transferred for fiscal year
2007. The County estimates that the Revenue Sharing Reserve Fund will be depleted during the 2012 fiscal
year.

Capital Assets — Capital assets, which include property, buildings and equipment assets are reported in the
govemnmental activities column in the government-wide financial statements. Capital assets are defined by
the County as assets with an initial individual cost of more that $5,000 and an estimated useful life of more
than one year. Such assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.

The cost of normal maintenance and repairs that do not add to the value of the asset or matenally extend its
life are not capitalized. Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest incurred during the construction phase of capital assets is included as part of the
capitalized value of the assets constructed.

Property, plant, and equipment of the County, as well as its component units, is depreciated using the
straight-line method over the following estimated useful lives:

Years
Land improvements 15-30
Buildings and improvements 10-50

a2

Machinery and equipment 3-30



COUNTY OF MENOMINEE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Compensated Absences — County employees are granted vacation and sick leave in varying amounts based
upon employment classification and length of service. Upon termination, employees are paid for
accumulated vacation and sick time, based upon current rate of pay subject to certain limitations. Vacation
and sick leave pay is fully accrued in the government-wide financial statements and the proprietary financial
statements.

Long-Term Obligations — In the government-wide financial statements and proprietary fund types in the fund
financial statements, long-term debt and other long-term obligations are reported as liabilities in the
applicable governmental activities, business-type activities, or proprietary fund type statement of net assets.

Fund Equity - Under the provisions of GASB Statement No. I, a County may establish reserves for those
portions of fund equity not appropriable for expenditure or which are legally segregated for a specific future
use. Fund equity designations also may be established to indicate tentative plans for financial resource
utilization in a future period.

Other Fmancing Sources (Uses) - The transfers of cash between the various County funds are budgeted but
reported separately from revenues and expenditures as operating transfers in or (out), unless they represent
temporary advances that are to be repaid, in which case, they are carried as assets and liabilities of the
advancing and borrowing funds, respectively.

Use of Estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and habilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could differ from
those estimates.
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NOTE B - BUDGET AND FUND BALLANCE NON-COMPLIANCE

Budget Violations - Public Act 621 of 1978, as amended, requires the adoption of a balanced budget for the
General Fund and Special Revenue Funds, as well as budget amendments as needed to prevent actual
expenditures from exceeding those provided for in the budget.

During the year ended September 30, 2007 expenditures were incurred in excess of amounts appropriated in
the amended budgets for the following funds:

Total Budget

Appropriation Expenditures Varjance
Revenue Sharing Reserve 3 467855 § 485269  § (17,314)
Friend of Court - 6,396 (6,396)
Corrections Officers Training 5,000 9,429 (4429)
911 Program 520,684 521,603 (919)
Homeland Security - 17,803 (17,803)
Cantcen 7,425 22,601 (15236)
K-9 - 340 (340)
P.A. 302 Justice Training - 1,716 (1,716)
Senior Citizens 311,643 319,272 (7.629)
Child Care 154,100 264,940 (110,840)
Veterans Trust 2,800 4.526 (1,726)

During the year ended September 30, 2007, expenditures were mcurred in excess of the amounts
appropnated in the amended budgets for certain activities or functions within the General Fund, however
total expenditures did not exceed total appropriations.

Deficit Fund Balances — Deficits existed in the unreserved fund balances of the following funds as of
September 30, 2007:

Remonumentation $ 44 497
CDBG Housing 51,196
CERT 242
Child Care 94,241
Veterans Trust 613

Public Act 275 of 1980 requires the County to file a deficit elimination plan with the Michigan Department
of Treasury showing how the deficit will be eliminated.
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NOTE C - CASH, CASH EQUIVALENTS AND INVESTMENTS

The County maintains various cash and investment accounts, including pooled funds that are available for
use by all funds. Michigan Compiled Laws, Section 129.91 authorizes the County to deposit and invest in
the following:

a. Bonds, securities and other obligations of the United States or an agency or instrumentality of the United
States.

b. Certificates of deposit, savings accounts, deposit accounts, or depository receipts of a financial
institution.

¢. Commercial paper rated at the tume of purchase within the two highest classifications established by not
less than two standard rating services and that matures not more than 270 days after the date of purchase.

d. Repurchase agreements consisting of instruments listed in subdivision (a).
e. Bankers' acceptances of United States banks.

f. Obligations of this state or any of its political subdivisions that at the time of purchase are rated as
investment grade by not less than one standard rating service.

g. Mutual funds registered under the Investment Company Act of 1940, title I of chapter 686, 54 sat.
789,15 US.C. 80a-1 to 80a-3 and 80a-4 to 80a-64, with the authority to purchase only investment
vehicles that are legal for direct investment by a public corporation. However, a mutual fund is not
disqualified as a permissible investment solely by reason of any ol the following:

L. The purchase of securities on a when-issued or delayed delivery basis.

i1. The ability to lend portfolio securities as long as the mutual fund receives collateral at all
times equal to at least 100% of the securities loaned.

1it. The limited ability to borrow and pledge a like portion of the portfolios’ assets for temporary
OF CINETgency purposcs.

h. Obligations described in subdivisions (a) through (g) if purchased through an interlocal agreement under
the Urban Cooperation Act of 1967, MCL 124.501 to 124.512.

1. Investment pools organized under the Surplus Funds Investment Pool Act, 1982 PA 367, 129.111 to
129.118.

J. The investment pools organized under the Local Government Investment Pool Act, MCL 129.141 to
129.150.
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September 30, 2007

NOTE C - CASH, CASH EQUIVALENTS AND INVESTMENTS (continued)

Attorney General's Opinion No. 6168 states that public funds may not be deposited in financial institutions
located 1n states other than Michigan,

The balance sheet caption "Cash" includes imprest cash of $3,860. Total imprest cash, deposits, investments

and the Governmental Accounting Standards Board (GASB) Statement No. 40, risk disclosures for deposits
are as follows:

Primary Government

Carrying Bank
Amount Balance
Cash and equivalents:
Deposits:
Insured (FDIC) $ 1,127,766 $ 1,132,489
Unmswed 7,259,944 7982307
Total cash $ B387,710 $ 9,114,796

Govemnment-Wide Statement of
Net Asset Presentation:

Cash and equivalents:
Unrestricted

3 6,944,127
Statement of Fiduciary Net Assets
Cash and equivalents:
Unrestricted 1,443,583
Total cash and equivalents $ 8387,710
[nvestments:
Non-tisk categorized investments:
External investment pool $ 171,793
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September 30, 2007

NOTE C - CASH, CASH EQUIVALENTS AND INVESTMENTS (continued)

The County’s cash and investments are subject to several types of risk, which are examined below in more
detail:

Custodial Credit Risk of Bank Deposits
Custodial credit risk 1s the risk that in the event of a bank failure, the County’s deposits may not be returned

to it. The County does not have a policy for custodial credit risk. As noted in the preceding table, the
County has $7,982,307 of bank deposits that were uninsured and uncollateralized.

Custodial Credit Risk of Investments

Custodial credit risk is the risk that, in the event of the failure of the counterparty, the County will not be able
to recover the value of its investments or collateral securities that are in the possession of an outside party.
The County does not have a policy for custodial credit risk. The County’s investment is in a 2a7-hke
investment pool, which is evidenced by shares in the pool, not by securities that exist in physical or book-
entry form.

Interest Rate Risk

Interest rate risk 1n the nisk that the value of investrnents will decrease as a result of a rise in inierest rates.
The County’s investments are in 2a7-like investment pools are not subject to interest rate risk disclosure.

Credit Risk
State law and the County’s investment policy limits the investment in commercial paper 1o the top two

ratings issued by nationally recognized statistical rating organizations. The County’s investments are with
MBIA in a 2a7-like investment pool, which is not rated.
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NOTE D - INTERFUND RECEIVABLES AND PAYABLES

Individual interfund receivable and payable balances at September 30, 2007 represent short-term borrowings
between funds and are summarized as follows:

Interfund Inter fund
Fund Recelvable Fund Payable

Delinquent Tax Revolving 3 187,225

Revenue Sharing Reserve 5,853
County Section 125 Plan 5,000
Friend of Court Trust 1,000
Sheriff Inmate Trust 2,000
General Fund & 211,078 Subtotal o 211,078
State-Special Child Care 3,688 General Fund 3,688
Revenue Sharing Reserve . 1,156,983 General Fund 1,156,983
I.ocal Emergency Planning - Hoemeland Security Grant -
Total $ 1,371,749 Total $ 1,371,749

Financial Statement Presentation:

Governmental Funds \) 1,371,749 Governmental Funds 3 1,166,524
Proprietary Funds - Proprietary Funds 197,225
Fiduciary Funds - Fiduciary Funds 8,000

Total § 1,371,749 3 1371749
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NOTE E — CAPITAL ASSETS

Capttal asset activity for the year ended September 30, 2007, was as follows:

Balance at Balance at
10/01/06 Additions ~ Disposals 0930/07
Govermnmenial activities:
Capital assets not being depreciated:
Land S 193,709 % - $ - $ 193,709
Capital assets being depreciated:
Land improvements 80,282 - - 80,282
Buildings and improvements 4,112,205 93,905 - 4,206,110
Machinery and equipment 1,880,838 324,182 38,950 2,166,070
Total depreciable assets 6,073,325 418,087 38,950 6452462
Total capital assets 6,267,034 418,087 38,950 6,646,171
Less accumulated depreciation:
Land improvements 5,293 2,202 - 7,495
Buldings and improvements 2,333,643 112,692 - 2,446,335
Machincry and cquipment 991368 190036 24521 1156883
Total accumulated depreciation 3,330,304 304,930 24521 3610713
Net depreciable capital assets 2743021 113,157 14,429 - 2,841,749
Governmental activities capita!l assets, net § 2936730 § 113,157 % 14429 § 3035458

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental activities:
Judicial system
General government
Public safety
Hezith and welfare
Recreanon and culiture

31,371
53,742
186,516
3,695
29,606

Total governmental activities
depreciation expense

304,930
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NOTE F - ROAD COMMISSION CAPITAL ASSETS

The following is a summary of changes in capital assets of the Road Commission:

Balance at Balance at
_19/016 Additions Disposals 09/30/07
Capital assets not being depreciated:
Land and improvements 3 18,100 3 - S - % 18,100
Capital assets being depreciated:
Buildings and improvements 1,104,470 20,850 - 1,125,320
Machmery and e guipment 7,209,804 137,993 218,431 7,129,366
Infrastructure - brideges 7,813,565 812,992 - 8,626,557
Infrastructure -roads 40,002,711 2,442 567 1,320,162 41,125,516
Total depreciable capital asscts 56,130,550 3,414,802 1,538,593 58,006,759
Total capital assets 56,148,650 3,414,802 1,538,593 58,024,859
Less accumulated depreciation:
Buildings and improvements 511,844 26,237 (29,419) 567,500
Machmery and equipment 65,483369 278,224 146,142 6,615451
Infrastructure - bridges 2,215,707 211,204 - 2426911
Infrastructure - roads 17,632,848 2,173,900 1,320,162 18,486,586
Total accumulated depreciation 26,843,768 2,689,565 1,436,885 28,096,448
Net depreciable capital assets 29,286,782 725,237 101,708 26910311
Capital assets, net $29304882 § 725237 § 101,708 $ 29928411

NOTE G - LONG -TERM DEBT

The following is a summary of changes in long-term debt for the vear ended September 30, 2007:

Balance Balance Due Within
. TypeofDebt 10/1/2006 Additons Deductions 9/30/2007 __Ong Year
Govemmenta) activities: o
Note payable - Wells Fargo
commnity development 3 50,000 § - s - $ 50,000 § -
Compensated absences 418,581 47,740 - 466,321 116,580
Alternati ve retirement 274,137 16,074 - 290211 72,554
Total $ 742,718 % 3,814 § - b 806,532 % 189,134
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NOTE G - LONG - TERM DEBT (continued)

During 2003, Wells Fargo loaned the County $50,000 for the purpose to organize, operate and manage the
affairs, property, business and activities of an affordable housing purchase and rehabilitation revolving loan
fund throughout the city and county of Menominee. Interest will be calculated at an initial fixed rate of 2%
for the first ten years and 3.5% below the then ten year U.S. Treasury note rate for years thereafter. Interest
is calculated monthly and payable quarterly. The principal balance of the note is not due until January 2013,
however, Wells Fargo is obligated to extend the note for one year if the County satisfactonly performs all of
its obligations. Annually thereafter, Wells Fargo has the option of extending the notes maturity date.
Repayment of the note principal shall come from loan payment proceeds or the proceeds of the sale of a
grantee’s home. The County is under no obligation to repay loan funds from tax generated monies. The
following is a summary of the required debt service payments.

‘Govemmental Activities

For the Year Ending B Bonds Payable
Scptember 30, Principal Interest
2008 ) - 3 1,000
2009 - 1,000
2010 - 1,000
2011 - 1,000
2012 - 1,000
2013 50,000 4,000
Total 3 50,000 § 9,000

Accrued Vacation and Sick Liability — Employees earn annual vacation and sick leave days per year based

~on the number of years of service up to a maximum. Annual vacation and sick leave days are based on the
various labor union contract terms and administrative policies of the different County operating units. An
accrued liability for vacation and sicl time in the amount of $466,321 has been recorded in the statement of
net asset under govermmental activities.

Altemative Retirement — The County offers an alternative retirement payout to any employee who terminates
his/her employment with the County, who has not met the requirements to vest in the Municipal Employees
Retirement System (MERS) retirement plan.

Under the payout plan, the County will pay employees 100% of employee contributions to MERS and 4% of
their current annual gross wages tumes the number of years worked under this plan.

Al September 30, 2007, an accrued liability in the amount of $290,211 was recorded under governmental
activities in the statement of net assets.
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NOTE H - ROAD COMMISSION LONG-TERM DEBT

The general long-term debt of the Road Commission may be summarized as follows:

Balance Balance
Type of Debt 10/1/2006 Additions Deductions 9302007
Compensated Absences $ 300,186 § - $ 37,065  §  263,12]

Vacation Benefits

Vacation 1s earned in varying amounts depending on the number of years of service of an employee. Road
Comuussion policy provides that the vacation benefits earned in the current calendar year are to be paid to
the employee in the subsequent calendar year.

Sick Leave Benefits

Effective January 1, 2005, each regular full-time employee receives 56 hours of sick leave. There is no
limitation on the accumulation of unused sick leave time. Upomretirement or voluntary termination with 20
years of service and proper notice, employees who were hired before September 1, 1982 shall be paid 100%
of their accumulated unused sick leave, up to a maximum or 480 hours. Employees hired after September 1,
1982, shall be paid 50% of their accumulated sick leave, up to a maximuwm of 120 hours.
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NOTE I - OPERATING TRANSFERS IN AND OUT

Transfers between governmental and proprietary funds are made to fund various County programs
operational expenditures and are summarized as follows for the year ended September 30, 2007:

Transfers Transfers
S . S o LS,
Governmental Funds:
General Fund $ 790,939 $ 744,937
Revenue Sharing Reserve - 485,269
Road Patrol 165,320 -
County Parks 74,755 -
Park Improvement 10,000 -
Building Department 7,601 -
Law Library 13,800 -
County Library 229,819 -
Homeland Security Grant 22,404
2004 Homeland Security Grant 332
Child Care 181,571
State-Special Child Care 39,535
Enterprise Funds:
P.A.123 Foreclosure - 36,545
Delinquent Tax Revolving - i 269,125
Total $ 1,53587 § 1,535,876

NOTE J - RETIREMENT PLANS
General County

Plan Description - The General County and the County Road Commission {(discretely presented component
unit) participate in a defined benefit retirement plan. The union personne! for the District Health Department
participate in a defined benefit contributory plan. All plan types are admunistered by the Mumcipal
Employee's Retirement System (MERS). All plans cover substantially all full-time employees. MERS is an
agent multiple-employer public employee retirement systemn that acts as a common investment and
administrative agent for Michigan municipal employees.

The Municipal Employees Retirement System of Michigan (MERS) is a multiple-employer statewide public
employee retirement plan created by the State of Michigan to provide retirement, survivor and disability
benefits, on a voluntary basis to the State's local government employees in the most efficient and effective
manner possible. As such, MERS is a non-profit entity qualified under section 401(a) of the Internal
Revenue Code, which has the responsibility of administering the law in accordance with the expressed intent
of the Legislature and bears a fiduciary obligation to the State of Michigan, the taxpayers and the public
employees who are 1ts beneficiaries.
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NOTE J - RETIREMENT PLANS (continued)

The passage of HB-3525/Act No. 220, with enactment on May 28, 1996 allowed the members of MERS to
vote on and determine if MERS should become an independent public corporation. The vote resulted in
approval to become independent of State control and MERS began to operate as an independent public
corporation effective August 15, 1996. MERS issues a publicly available financial report that includes
financial statements and required supplementary information for the system. A copy of the report may be
obtained by writing to MERS at 447 N. Canal Road, Lansing, M1 48917.

General County Retirement Plan - The General County offers its various departments benefit B-3 with the
exception of the County Library employees who have benefit C-1 Old. Under benefit B-3 employees shall
receive 2.25% of their three-year final average compensation, with a maximum benefit of 80% of their three
year final average compensation. Under benefit C-1 Old, an employee shall receive a benefit of 1.2% times
the first $4,200 of their three year final average compensation plus 1.7% times the portion of their three year
final average compensation over $4,200. Retirement eligibility and requirements vary by department. The
most recent actuarial report gives the details of the plan and a copy is on file at the County Administration
office.

Actuaral Accrued Liability - The actuanal accrued liability was determined as part of an actuarial valuation
of the plan as of December 31, 2006. Significant actuarial assumptions used in determining the actuarial
accrued liability include (a) a rate of return on the investment of present and future assets of 8.0%, (b)
projected salary increases of 4.5% per year compounded annually, attributable to inflation, and (¢) additional
projected salary increases of 0.0% to 8.4% per year, depending on age, atfributable to seniority/merit.

All entries are based on the actuarial methods and assumptions that were used in the December 31, 2006
actuarial vatuation to determine the annual employer contribution amounts. The entry age normal actuarial
method was used to determine the entries at disclosure.
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NOTE J - RETIREMENT PLANS (continued)
GASB 25 INFORMATION (as of 12/31/06)

Actuarial Accrued Liability:

Retirees and bene ficiaries curently receiving benefits $ 5,589,319
Terminated employees not yet receiving benefits 512,763
Non-vested terminated employees 19,840

Current Employees:
Accumulated employee contriburions including allocated

mvestnient income 453,588
Employer financed 7453197
Total actuarial accrued Hability 14,028,707

Net assets available for benefits, at actuarial value 10,508,217

(market value is $10,655,216 )
Unfunded (overfunded) actuarial accrued liability $ 3,520,490

GASB 27 INFORMATION (as of 12/31/006)

Fiscal year beginning October 1,2008
Annual required contribution (ARC) ) 547,464
Amortization factor used - Unfunded Liabilities (29 years) 0.054719
Amortization factor used - Unfunded Liabilities (26 years) 0.058519
Amortization factor used - Unfunded Liabilities (20 years) 0.069773
Amortization factor used - Unfunded Liabilines (30 years icvel §) 0.085453
Amortization factor used - Overfunded Liabilities (10 years) 0.119963

Contributions Required and Contabutions Made - MERS funding policy provides for periodic employer
contributions at actuarially determined rates that, expressed as percentages of annual covered payroll, are
designed to accumulate sufficient assets to pay benefits when due. The normal cost and amortization
payment for the fiscal year ended December 31, 2006 were determined using the entry age normal cost
actuarial funding method. Unfunded actuanial accrued liabilities, if any, were amortized as a level percent
of payroll over a period of 30 years. The following table provides a schedule of contribution amounts and
percentages for recent years.

Annual Pension Cost Annual Percentage Nt
Year Ended Pension of APC Pension
September 30, Cost (APC) Contribution Obligation
2004 s 423,305 100% -
2005 495,582 100% -
2006 503,402 100% -

The General County was required to contribute $518,536 and employee contributions were $35,613 for the
year ended September 30, 2007. Payments were based on contribution calculations made by MERS.
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NOTE J - RETIREMENT PLANS (continued)

Agarecate Accrued Liahilities - Comparative Schedule

Actuarial Actuarial
Valuation Actuarial Accrued Unfunded UAAL asa%
Date Value of Liability AAL Funded Covered of Covered
December 31, Assets (AAL) (UAAL) Ratio Payroll Payroll
2004 S 9011875 § 12,074,584 $ 3,062,709 75% 8 3,157,432 7%
2005 0,682,408 12,979,919 3,297,511 75% 3,330,819 99%
2006 10,508,217 14,028,707 3,520,490 75% 3,417,951 103%

For actuarial valuation purposes, the actuarial value of assets is determined on the basis of a calculation
methed that assumes the fund eamns the expected rate of return (8%), and includes an adjustment to reflect
market value.

Actuarial assumptions for MERS valuations were revised for the 1993, 1997, 2000 and 2004 valuations.
The funding method was changed to entry age normal for the 1993 valuation.

The County was required to contribute at an actuarially determined rate, which 1s a percentage of covered
payroll as listed below:

Valuation Division 2008 * 2007 * 2006 * 2008 * 2007 * 2006 *
Airport Employees 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Sheriff Nonumnion @ @ @ 0.00% 0.00% 0.00%
Courthouse 13.77% 13.77% 14.14% 0.00% 0.00% 0.00%
Library Employeces @ @ @ 0.00% 0.00% 4.00%
Buildings & Grounds Super 35.90% 35.90% 0.00% 2.30% 2.30% 0.00%
Courthouse Employees 14.95% 14.95% 14.92% 1.50% 1.50% 1.50%
Admintstrator 27.73% 27.73% 0.00% 0.00% 0.00% 0.00%
Sheriff Local 328 1521% 15.21% 15.16% 230% 2.30% 2.30%
Undersheriff @ @ 46.23% 0.00% 0.00% 0.00%

* Represents the actuarial required contibution forthe beginning of the fiscal year.
@ This division is closed to new hires. Contributions, ifany, are determined by MER S based on a dollar amount.

County Road Commission (component unit)

The Menominee County Road Comimission has two pension plans: the American Express Financial
Simplified Employee Pension Plan for its full-time employees, and the Michigan Employees’ Retirement
System for its full-time nonunion employees.
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NOTE J - RETIREMENT PLANS (continued)

Union Emplovees’ Plan — Profit Sharing Plan

All union employees were covered under a defined contribution pension plan with the American Express
Financial Stmplified Employee Pension Plan (effective January 1, 2000}. The plan administrator 1s the
Road Commission, who has established a trust fund administered by American Express Financial Advisors,
Inc. During the fiscal year ended September 30, 2007, the Menominee County Road Commission’s
required and actual contributions amounted to $138,810. Pension fund contributions are based on a fixed
weekly rate for each employee covered by the collective bargaining agreement. The Road Commission’s
weekly contribution for each union employee was $70. There were 38 union employees covered under this
plan during 2007. The most recent period for which the value of the plan assets were available was for the
fiscal year ended September 30, 2006.

Nonunion Emplovees Plan -- Description of Plan and Plan Assets

The Menominee County Road Commission is in an agent multiple-employer defined benefit pension plan
with the Municipal Employees' Retirement System (MERS). The system provides the following
provisions: normal retirement, deferred retirement, service retirement allowance, disability retirement
allowance, non-duty connected death and post retirement adjustments to plan members and their
beneficiaries. The service requirement is computed using credited service at the time of termination of
meinbership multiplied by the sum of 2.25% time the final average compensation (FAC) for all general
employees and 2.5% of the FAC for the manager and supervisors. The most recent period for which
actuarial data was available was for the fiscal year ended December 31, 20006.

Funding Policy — The obligation to contribute to and maintain the system for these employees was
established by negotiation with the Road Commission’s competitive bargaining unit and persomel policy,
which does not require employees to contribute to the plan. The Road Commission is required to
contribute at an actuarially determined rate; the rate was 18.62% for general employees and 23.33% for
supervisors and 23.47% for the manager for the calendar year ending December 31, 2006.

Annual Pension Cost — During the calendar year ended December 31, 2006, the Road Commission’s
contributions totaling $125,150 were made in accordance with the contribution requirements determined by
an actuarial valvation of the plan as of December 31, 2004. The employer contribution rate has been
determined based on the entry age normal funding method. Under the entry age normal cost funding
method, the total employer contribution is comprised of the normal cost plus the level annual percentage of
payroll payment required to amortize the unfunded actuarial accrued liability over 30 years. The employer
normal cost 1s, for each employee, the level percentage of payroll contribution (from entry age to
retirement) required to accumulate sufficient assets at the member’s retirement to pay for his projected
benefit.

Significant actuanal assumptions used include a long-term investment yield rate of §%, annual salary
increases of 4.5% based on an age-related scale to reflect merit, longevity, and promotional salary increases
and the assumption that benefits will increase 2.5% per year (annually) after retirement.
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COUNTY OF MENOMINEE, MICHIGAN
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE J - RETIREMENT PLANS (continued)

Three Year Trend Information for GASB Statement No. 27

Annual Pension Cost Annual Percentzge Net
Year Ended Pension of APC Pemnsion
December 31, Cost (APC) Contribution Obligation
2004 $ 116,273 100% -
2005 115,220 100% -
2006 125,150 100% -
Required Supplementary Information for GASB Statement No. 27
Actuarial Actuarial .
Valuation Actuarial Acerued Unfunded UAALasa%
Value of Liability AAL Funded Covered of Covered
December 31, Assels (AAL) (UAAL) Ratio Payroll Payroll
$ 1,999,441 § 3,095,555 § 1,096,114 65% 3 602,077 182%
2,148,580 3,089,813 941,233 70% 395,930 158%
2,350,619 3,370,265 1,019,646 70% 601, 186 170%

NOTE K - FUND EQUITY DESIGNATIONS/RESERVES

A. Fund equity has been designated in the General Fund as follows:

Building projects $ 2,188,714
Prisoner board 179,597
District court - computer 1,754
Economic development 20,000
Marriage ¢ ounseling 9,449
Administration 8,452
Library 40,000
Library 728

Total 3 2,448,694

B. Fund equity has been reserved for the following purposes;

» Fund balance of $2,231 has been reserved in the Library Bequest fund as the unexpendable portion

of fund balance.
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COUNTY OF MENOMINEE, MICHIGAN
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September 30, 2007

NOTE L - RESTRICTED NET ASSETS

The government-wide statement of net assets reports $2,155,324 of restricted net assets which is restricted
by enabling legislation.

NOTE M - CONTINGENT LIABILITIES

From time to time, the County is party to various pending claims and legal proceedings. Although the
outcome of such matters cannot be forecast with certaintly, it is the opinion of management and legal
counsel that the likelihood is remote that any such claims or proceedings will have a material adverse effect
on the County’s financial position or results of operations. '

The County participates in a number of Federal and State assisted grant programs, principal of which are
the Friend of Court and Prosecuting Attorney Cooperative Reimbursement programs, which are subject to
financial and compliance audits. The disbursement of funds received under these programs generally
requires compliance with terms and conditions specified in the grant agreements and is subject to audit by
the grantor agencies. The amount, if any, of expenditures which may be disallowed by the granting
agencies cannot be determuned at this time although the County expects such amounts, if any, to be
unmaterial.

NOTE N - RISK MANAGEMENT

The County of Menominee participates as a member in the Michigan Municipal Risk Management
Authority. The Authority is a municipal self-insurance entity operating pursuant to the State of Michigan
Public Act 138 of 1982. The purpose of the Authority is to administer a risk management fund, which
provides members with loss protection for general and auto liability, motor vehicle physical damage, and

property.

The County makes annual contributions to MMRMA based on actuarial studies using historical data and
insurance industry statistics. Such contributions as received by MMRMA are allocated between its general
and member retention funds., Economic resources in the MMRMA's general fund are expended for
reinsurance coverage, claim payments and certain general and administrative costs, whereas resources in
the member retention fund are used for loss payments and defense costs up to the members self-insurance
retention limits along with certain other member specific costs.

The Authority has retained certain levels of risk rather than obtaining coverage through reinsurance. At
September 30, 2007, the County had no outstanding claims which exceeded the plan's limits and there has
been no significant reduction in insurance coverage over the past three years.

NOTE O - SINGLE AUDIT

The County of Menominee did not expend $500,000 or more in federal funds, therefore a single audit in
accordance with OMB Circular A-133 was not required.
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REVENUES:
Taxes
License and perrils
Federal sources
Slale sources
Local sources
Charges for services
Fines, forfeiiures and penalties
Interest and rentals
QOther

Total revenues

EXPENDITURES:
Legislative
Judicial systenm:
Circuit court
Family court
District eourt
Friend of court
Jury commission
Probate court
General govemment:
Elections
Board of canvassers
Audit
Legal fees
Clerk
Adminisiration
Equalization
Prosecuting attorney
Regisier of deeds
Treasurer
Coaperative extension
Buildings and grounds
Drain commissioner
Airpun cornmission
Planuing conmmission
Hospital building operations
Public safety:
Sheriff and jail
ORV
Marine safely
Snowmobile law
Civil defense and emergency serviee
ATV education
Antmal shelter
Health and welfare:
Hazardous wasic
Medical examiner
Veterans burial and relief
Veterans affairs
Delta-Menominee Heelth Deparment
Cigarette tax distribulion
Mental health
Rescue squads
Convenlion tacility tax
Rainbow house
Family Independence Agency
Recreation and culiure
Community and cconomic development
Capital oullay
Other - appropriations

Total expenditures
Excess reverues (expenditures)

COUNTY OF MENOMINEE, MICHIGAN
SCHEDULE OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL

GENERAL FUND

For the Year Ended September 30, 2007

Budgeted Amounts

Actual Amounts,
{Budgelary Basis)

Variance with
Final Budger-

OTHER FINANCING SOURCES (USES)

Transter in
Transter out
Tatal other financing sources (Uses)
Net changes it fund balances
Fund balances - beginning
Fund balances - ending

Orniginal Final (See Note Ay Positive (Negalivey
$ 4,103,435 § 4,103,435 % 4,475,076 % 371,641
4,600 4,600 14,819 10,219
314,528 314,528 299,446 (15,082)
928,778 928,778 476,290 (452,488)
10,000 10,000 20,028 10,028
594,280 594,280 714,067 119,787
42,525 42,525 73,675 31,150
127,000 127,000 182,947 55,947
26,155 89,426 315,030 225,604
6,131,301 6,214,572 5,571,378 356,806
266,892 278,790 250,766 28,024
197,100 197,100 182,955 14,143
283,810 293,510 285,179 8,331
472,839 472,839 478,732 (5,893)
244,028 244,262 247,533 (3.271)
6,191 6,191 6,045 146
115310 115,310 114,373 937
41,700 41,700 33,301 8,399
1,250 1,256 1.091 156
- - 26,500 (26,500)
10,000 10,000 2,497 7,303
365,043 305,043 312,205 (7,162)
166,842 444,685 430,381 14,304
152,826 152,826 143,685 9,141
400,529 400,529 392,364 8,135
112,761 112,751 105,757 7,004
221,491 221,491 228,252 (6,761
111,542 111,542 112,368 (826)
349,089 369,385 358,868 16,517
539 539 538 1
52,500 52,500 52,500 -
950 950 388 362
- - 150,573 (150.573)
1,604,247 1,622,288 1,572,023 49,365
10,686 10,686 6,820 3,856
12,482 12,482 8,965 3,517
11,979 11,979 6,935 5,044
56,785 56,785 55,368 1,417
8,506 8,806 563 8,243
1,500 1,500 1,500 -
16,600 16,600 14,242 2,358
39,255 39,285 40,242 (957)
13,680 13,680 8.176 5,504
55,355 55,355 52,219 3,136
127,063 127,063 128,295 (1,232)
- - 10,559 (10,559)
99,608 99,608 99.608 -
4,000 4,000 4,0C0 -
23250 23,250 22876 a74
2,500 2,500 2,500 -
12,500 12,500 8,000 4,50C
13,600 13.600 13,600 -
20,000 20,000 - 20,000
- - 78,323 (78,325)
53,871 33,254 - 33,254
5,701.029 6,018,424 6,052,607 {34,183)
450,272 196,148 518,771 322,622
197,225 466,359 790,939 324,589
(647,497) (800,469) (744,937 55,523
(450.272) (334,110} 46,002 380,112
. (137.962) 564,773 702,735
4,036,741 4,036.741 4,036,741 ~
5 4,036,741 3 3898779 % 4601514 % 702,735
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COUNTY OF MENOMINEE, MICHIGAN
SCHEDULE OF REVENULS, EXPENDITURES, AND
CHANGES IN FUND BALANCES - BUDGET AND ACTUAL
REVENUE SHARING RESERVE
For the Year Ended September 30, 2007

Actual Amounts, Variance with
Budgeted Amounts (Budgetary Basis) Final Budget-
Original Final {See Note A) Positive (Negative)
REVENUES:
Taxes 5 2,597,951 $ 2,597,951 S 1,159,297 8 (1,438,654)
Interest - - 46,774 46,774
Total revenues 2,597,951 2,597,951 1,206,071 (1,391,880)
EXPENDITURES:
General government - - 70 (70)
Excess revenues (expenditurcs) 2,587,951 2,597,951 1,206,001 (1,391,950)
OTHER FINANCING SOURCES (USES);
Transfer out (467,955) {467,955) (485,269) (17,314)
Net changes in fund balances 2,129,996 2,129,996 720,732 (1.409,264)
Fund balances - beginning 1,347,594 1,347,594 1,347,594 -
Fund balances - ending $ 3477,590 8§ 3,477,590 § 2,068,326 5§ (1,409,264)
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COUNTY OF MENOMINEE, MICHIGAN
COMBINING BALANCE SHEET
NONMAJOR GOYERNMENTAL FUNDS
September 30, 2007

Special Revenue Funds

Road County Fniend of Park
Patrol Parks Court Improvement
ASSETS
Cash and equivalents:

Unrestricted 3 (18,205) % 49,069 $ 18,086 3 58,665
Receivables:

Accounts - - - -
Due from otlier funds - - - -
Due from State of Michigan 40,366 - - -
Prepaid expense - - - -

Total assets b 22,161 $ 49,069 3 18,086 3 58,665
LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable $ 11,690 3 14,102 $ 889 $ -

Accrued payroll 10,471 2,000 - -

Due to other funds - - - -

Deferred revenue - 3,097 - -

Total liabilities 22,161 19,199 889 -
Fund balances:

Unreserved:

Undesignated - 29.870 17,197 58,665

Reserved - - - -

Total fund balances - 29,870 17,197 58,665
Total liabilities and fund balances $ 22,161 A 49,069 A 18,086 3 58,663

See accompanying notes to financial statements.
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Special Revenue Funds

Corrections
Remonu- Building ROD Officers Drug Law 911 Law
mentation Department Automation Training Enforcement Program Library
3 (39,163) § 12,652 § 7,717 § 17,254  § 4806 S 64,273  § 11,960
- 1,976 - - - 20,797 -
- - - - - 29452 -
3 (39,163) § 14,928 % 7,717 % 17,254 § 4806 § 114,522 § 11,960
$ 5334 § 878 % 100 § - 3 - 3 3,636 % -
- 840 334 - - 6,352 -
5,334 1,718 434 - - 9,988 -
(44,497) 13,210 7,283 17,254 4,806 104,534 11,960
(44,497) 13,210 7,283 17,254 4,806 104,534 11,960
3 (39,163) $ 14,928 % 7,717 § 17,254 & 4,806 % 114,522 § 11,960




COUNTY OF MENOMINEE, MICHIGAN
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

September 30, 2007

ASSETS

Cash and equivalents:

Unrestricted
Receivables:

Accounts
Pue from other funds
Due from State of Michigan
Prepaid expense

Total assets

LIABILITIES AND FUND BALANCES
Liabilities:

Accounts payable

Accrued pavroll

Due to other funds

Deferred revenue

Total liabilities
Fund balances:
Utreserved:
Undesignated
Reserved

Total fund balances

Total liabilities and fund balances

Special Revenue Funds

County CDBEG CDBG
Library Wells Fargo Housing CERT
3 78,046 & 39,59 % (36,009) § (242)
$ 78,046 8§ 39,599  § (36,009 8 {242)
5 6,787  § - $ 15,187  §
6,126 - - -
12,913 15,187 -
65,133 39,599 (51,196) (242)
65,133 39,599 (51,196) (242)
3 78,046 $ 39,599 3§ (36,009) § (242)

See accompanying notes to financial statements.
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Special Revenue Funds

Local 2004 P.A_ 302
Emergency Homeland Homeland Justice Senior
Planning Security Grant Security Grant Canteen K-9 Training Citizens
570 % - 3 - 48,094 % 6,723  § 12,445 2
570§ - 3 - 48,094  § 6,723 § 12,445 2
- $ - $ - 7,567 % 336§ 7,425
- - - 7,567 339 7,425
570 - - 40,527 6,384 5,020 2
570 - - 40,527 6,384 5,020 2
570§ - 3 - 48,094 % 6,723 § 12,445 2
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COUNTY OF MENOMINEE, MICHIGAN
COMBINING BALANCE SHEET
NONMAJOR GOVERNMENTAL FUNDS

ASSETS

Cash and equivalents:

Unrestricted
Recetvables:

Accounts
Due from other funds
Due from State of Michigan
Prepaid expense

Total assets

LIABILITIES AND FUND BALANCES
Liabilities;

Accounts payable

Accrued payroll

Due to other funds

Deferred revenue

Total labilities
Fund balances:
Unreserved.
Undesignated
Reserved

Total fund balances

Total labilities and fund balances

September 30, 2007
Permanent
Special Revenue Funds Fund
Child Veterans State-Special Library
Care Trust Child Care Bequest
b (8,827) % 613y 8 (20.307) 3 2,231
. - 3,688 -
- - 22,029 -
3 (8,827) § (613) 8 5410 % 2,231
3 85,414 % - & 3702 % -
. . 1,227 -
85,414 4,929 -
(94,241) (613) 481 )
- - 2231
(94.241) (613) 481 2,231
b 8827y § (613) 3 5410 % 2,231

See accompanying notes to financial statements.
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Total
Nonmajor
Governmental
Funds

b 309,126

22,773
3,688
91.847

$ 427,434

$ 163,050
27,350

3,097

193,497

231,706
2,231

233,937

3 427,434
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COUNTY OF MENOMINEE, MICHIGAN
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the vear ended September 30, 2007

Special Revenue Funds

Road County Friend of Park
Patrol Parks Court Improvement
REVENUES:
Taxes $ 620,603 3 - $ - $ -
Federal sources 21,575 - - -
State sources 87,984 - - -
Local sources 44,902 10,000 - -
Charges for services - 162,873 8,435 5,257
Fines, forfeitures and penalties - - - -
Interest and rentals - - -
Other 7,825 5,264 -
Total revenues 782,889 178,137 8,435 5257
EXPENDITURES:
Judicial system - - 6,396 -
Genera! government - - - -
Public safety 833,335 - - -
Health and welfare - - - -
Recreation and culture - 252,219 - -
Capital outlay 66,400 957 - -
Total expenditures 899,735 253,176 6,396 -
Excess revenues {expenditures) (116,846) (75,039) 2,039 5,257
OTHER FINANCING SOURCES (USES):
Transfer in 165,320 74,755 - 10,000
Transfer out - - - -
Total other financing sources (uses) 165,320 74,755 - 10,000
Net changes in fund balance 48,474 (284) 2,039 15,257
Fund balances - beginning (48,474) 30,154 15,158 43,408
Fund balances - ending $ - $ 29,870 $ 17,197 3 58,663

See accompanying notes to financial statements,

59



Special Revenue Funds

Corrections
Remonu- Building ROD Officers Drug Law 911 Law
mentation Department Autornation Training Enforcement Program Library

- - b - 3 - 5 - - b3
103,890 - - - 118,953 -

- 83,272 31,675 6,343 - 340,778 -

. . - - 345 - 3,500

- - - - - 8 -
103,890 83,272 31,675 6,343 345 456,739 3,500

- - - . - - 8,011
116,877 70,062 17,370 - - - -

- - - 9,429 - 521,603 -

- - 11,758 - - - -
116,877 70,062 29,128 5,429 - 521,603 8,011
(12,987) 13,210 2,547 ~ (3,086) 345 (61,864) (4,511)

- 7,601 - - - - 13,800

- 7,601 - - - - 13,800
(12,987) 20,811 2,547 (3,086) 345 (61,864) 9,289
(31,510 (7,601) 4,736 20,340 4,461 166,398 2,671
(44.,497) 13,210 § 7,283 & 17,254 § 4,806 104,534 3 11,960
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COUNTY OF MENOMINEE, MICHIGAN
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the year ended September 30, 2007

REVENUES:
Taxes
Federal sources
State sources
Local sources
Charges for services
Fines, forfeitures and penalties
Interest and rentals
Other

Total revenues

EXPENDITURES:
Judicial systermn
General govermment
Public safety
Health and welfare
Recreation and culture
Capital outlay

Total expenditures

Excess revenues (expenditures)

OTHER FINANCING SOURCES (USES):

Transfer in
Transfer out

Total other financing sources (uses)
Net changes in fund balance
Fund balances - beginning

Fund balances - ending

Special Revenue Funds

County CDBG CDBG

Library Wells Fargo Housing CERT
- 5 - $ - 3 -
12,980 - 46,518 -
1,250 3,081 7,952 -
93,974 - - -
15,631 - - -
123,835 3,081 54,470 -

- - - 8§71
382,133 2,073 105,568 -
382,133 2,073 105,568 873

(258,298} 1,008 (51,098) {873}
229,819 - - -
229,819 - - -
(28,479) 1,008 (51,098) (873)

93,612 38,591 (98) 631
65,133 § 39,599  § (51,196) % (242)

See accompanying notes to financial statements.
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Special Revenue Funds

Local 2004 P.A 302
Emergency Homeland Homeland Justice Senior
Planning Security Grant Security Grant Canteen K-8 Training Citizens
- hY - $ - $ - $ - 3 - 3 319,128
- - 18,599 - - - -
. . - - - 6,736 -
- - - 18,132 2,084 -
- - 18,599 18,132 2,084 6,736 319,128
- - - 22,661 340 1,716 -
- - - - - - 319,272
- - 17,803 - - - -
- - 17,803 22,661 340 1,716 319272
- - 796 {4,529) 1,744 5,020 (144)
- 22,404 332 . - .
- 22,404 332 - - - -
- 22,404 1,128 (4,529) 1,744 5,020 (144)
570 {22,404) (1,128) 45,056 4,640 - 146
570§ - 3 - 3 40,527 % 6,384 % 5020 8 2
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COUNTY OF MENOMINEE, MICHIGAN
COMBINING STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES
NONMAJOR GOVERNMENTAL FUNDS
For the year ended September 30, 2007

Permanent
Special Revenue Funds Fund
Child Veterans State-Special Library
Care Trust Child Care Bequest
REVENUES:;
Taxes 3 - b - 3 - b -
Federal sources - - 43,750 -
State sources 29,392 4,000 71,169 -
Local sources 8,662 - 1,379 -
Charges for services 14,683 - - -
Fines, forfeitures and penalties - - - -
Interest and rentals - - - 44
Other 2,112 - - -
Total revenues 54,849 4,000 116,298 44
EXPENDITURES:
Judicial system - - - -
General government - - - -
Public safety - - - -
Health and welfare 264,940 4,526 147,517 -
Recreation and culture - - - -
Capital outlay - - - -
Total expenditures 264,940 4,526 147,517 -
Excess revenues (expenditures) {210,091) (526) (31,219) 44
OTHER FINANCING SOURCES (USES):
Transfer in 181,571 - 39,335 -
Transfer out - - - -
Total other financing sources (uses) 181,571 - 39,335 -
Net changes 1u fund balance (28,520) (526) 8116 44
Fund balances - beginning {65,721) (87) (7,635) 2,187
Fuud balances - ending $ (94,241) 3 {613 % 481  § 2,231

See accompanying notes to financial statements.
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Total
Nonmajor
Governmental
Funds

$ 939,731
83,924
481,622
97,442
653,316
97,819

44

30,840

2,384,738

14,407
204,309
1,389,957
736,255
741,993
96,918

3,183,839

(799,101

744,937

744,937
(54,164)

288,101
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COUNTY OF MENOMINEE, MICHIGAN
COMBINING STATEMENT OF FIDUCIARY NET ASSETS
AGENCY FUNDS
September 30, 2007

General County
Trust and Section Payroll Library
Agency 125 Plan Trust Penal Fines
ASSETS
Cash and cash equivalents:
Unrestricted $ 1,302,329 3§ 12,889 § 55597 § 43,034
Due from other governmental units 5 - - -
Total assets 1,302,334 12,889 55,597 43,034
LIABILITIES
Due to other funds - 5,000 - -
Due to other governmental units 1,279,516 - 8,957 -
Other Habilities 22,818 7,889 46,640 43,034
Total liabilities $ 1302334 § 12,889 $ 55,597 § 43,034

Sec accompanying notes to financial statements.
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District

Court Bonds Friend of Sheriff
Payable Court Trust Inmate Trust Totals

$ 15899 § 968 § 12,867 § 1,443,583
- - - 5

15,899 968 12,867 1,443 588

- 1,000 2,000 8,000

- - - 1,288,473

15,899 (32) 10,867 147,115

$ 15,899 % 968 § 12867 § 1,443 3588

66



A, V5
Kristine P. Berhow, CPA, Principal

n‘ Alan M. Stotz, CPA, Principal

Raymeond B. LaMarche, CPA, Principal
ANDERSON, TACKMAN & COMPANY, PLC Erkki M. Peippo, CPA, PC, Principa!

CERTIFIED PUBLIC ACCOUNTANTS
Kevin C, Pascoe, CPA

QFFICES IN MICHIGAN AND WISCONSIN Laura L. Schwalbach, CPA

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Members of the Board of Commissioners
County of Menominee
Menominee, MI 49858

We have audifed the financial statements of the governmental activities, the business-type activities, the
discretely presented component units, each major fund, and the aggregate remaining fund information of
the County of Menominee, Michigan as of and for the year ended September 30, 2007, which
collectively comprise the County of Menominee, Michigan’s basic financial statements and have issued
our report thereon dated March 21, 2008. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, 1ssued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the County of Menominee, Michigan’s internal
control over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opimion on
the effectiveness of the County of Menominee, Michigan’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of the County of Menominee,
Michigan’s internal control over financial reporting,

Qur consideration of mternal control over financial reporting was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in intemal control over
financial reporting that might be significant deficiencies or material weaknesses. However, as discussed
below, we identified certain deficiencies in intemal control over financial reporting that we consider 1o
be significant deficiencies.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the County of Menominee, Michigan’s ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally accepted
accounting principles such that there is more than a remote likelihood that a misstatement of the County
of Menominee, Michigan’s financial statements that is more than inconsequential will riot be preventied
or detected by the County of Menominee, Michigan’s mternal control. We consider the deficiencies
described below to be significant deficiencies in interal contro] over financial reporting.
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1. Deficiency — Cash had not been reconciled between the bank statements and the County general
ledger for the entire fiscal year.

Management Response — With the turn over of employees being trained for reconciliation of
bank accounts, the Treasurers office could not catch up on bank reconciliations to the general
ledger. A total of four different employees were trained to do bank reconciliations in the course
of twelve months. Hopefully stability of employment will correct the 1ssue.

2. Deficiency — Material audit adjostments were required properly accrue revenues and
expenditures and to properly classify activity.

Management Response — Monitoring of accruals was given to the third part time employee.
After she left in November, it was discovered that she did not [ollow the directions. This was to
late to enter the accruals. Hopefully stability of employment will assist in correcting this issue.

3. Deficiency — Management is unable to produce financial statements and the required disclosures
in accordance with accounting principles generally accepted in the United States of America.

Management Response — Management 1s aware of this requirement.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the County of Menominee, Michigan’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in the internal
control that might be significant deficiencies and, accordingly, would not necessarily disclose all
significant deficiencies that are also considered to be material weaknesses. However, we consider all of
the significant deficiencies listed above to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the County of Menominee, Michigan’s
financial statements are free of matcrial misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do
not express such an opinion. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which is described
below:

1. Condition — Public Act 621 of 1978, as amended, requires the adoption of a balanced budget for
the General Fund and Special Revenue funds, as well as amendments as needed to prevent actual
expenditures from exceeding those provided for in the budget. The County had several funds
were actual expenditures exceeded those provided for in the appropriated budget.

Management Response — Budgets will be monitored by the department heads and the County
Administrator on a monthly basis.
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We also noted certain other matters that we reported to management of the County of Menominee,
Michigan in a separate letter dated March 21, 2008.

The County of Menominee, Michigan’s response to the findings identified i our audit is described
above. We did not audit the County of Menominee, Michigan’s response and, accordingly, we express
no opinion on it.

This report is intended solely for the information and use of management, the County Board of
Commissioners, others within the entity, and federal awarding agencies and pass-through entities and is
not intended to be and should not be used by anyone other than these specified parties.

MWF—WW' &«iﬂwﬂ k&(.&.

Anderson, Tackman & Company, PLC
Certified Public Accountants

March 21, 2008
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REPORT TO MANAGEMENT

Members of the Board of Commissioners
County of Menominee, Michigan

We have audited the financial statements of the County of Menominee, Michigan for the year ended
September 30, 2007, and have issued our reports thereon dated March 21, 2008. Our professional
standards require that we make several communications to you, the purpose of which 1is to assist you
with additional information regarding the scope and results of the audit that may assist you with your
oversight responsibilities of the financial reporting process for which management is responsible.

Our Responsibility Under U.S. Generally Accepted Auditing Standards and Government Auditing
Standards

As stated in our engagement letter dated August 1, 2007, our responsibility, as described by
professional standards, is to plan and perform our audit to obtain reasonable, but not ahsolute,
assurance about whether the financial statements are free of material misstatement and are fairly
presented in accordance with U.S. generally accepted accounting standards. Because an audit is
designed to provide reasonable, but not absolute assurance and because we did not perform a detailed
examination of all transactions, there is a risk that material errors, irregularities, or illegal acts,
including fraud and defalcations, may exist and not be detected by us.

As part of our audit, we considered the internal control structure of the Couuty of Menominee,
Michigan. Such considerations were solely for the purpose of determining our audit procedures and
not to provide any assurance concerning such interal control.

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed tests of the County of Menominee’s compliance with certain provisions of
laws, regulations, contracts, and grants. However, the objective of our tests was not {o provide an
opinion on compliance with such provisions.

Significant Accounting Policies

Management has the responsibility for selection of appropriate accounting policies. In accordance
with the terms of our engagement, we will advise management of the appropriateness of the accounting
policies and their application. The significant accounting policies used by the County of Menominee,
Michigan are described in Note A of the financial statements. We noted no transactions entered into
by the County of Menominee, Michigan during the year that were both significant and unusual, and of
which, under professional standards, we are required to inform you, or transactions for which there is a
lack of authoritative gindance or censensus.

2
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Members of the Board of Comimnissioners
County of Menominee, Michigan

Management Judements and Accounting Estimates

Some accounting estimates are utilized in financial statements prepared by management and are based
on management’s knowledge and experience about past and current events and assumptions about
future events. Certain accounting estimates are particularly sensitive because of their significance to
the financial statements and because of the possibility that future events affecting them may differ
significantly from those expected. Qur conclusions regarding the reasonableness of the estimates arc
based on reviewing and testing the historical data provided by management and using this data to
compute the estimatcs. The most scnsitive estimates affecting the financial statements were the useful
lives of property and equipment for the purpose of calculating depreciation.

Significant Audit Adjustments

For purposes of this letter, professional standards define a significant audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except through
our auditing procedures. Our audit adjusiments, individually and in the aggregate, were material and
were primarily made to properly accrue revenues and expenditures, and to reclassify posting errors.

Disagreement with Management

For purposes of this letter, professional standards define a disagreement with management as a matter,
whether significant or not resolved to our satisfaction concerning a financial accounting, reporting, or
auditing matter that could be significant to the financial statements or the auditor’s report. We are
pleased to report that no such disagreements arose during the course of our audit.

Consultation with Other Independent Accountants

In some cases, management may decide to consult with other accountants about accounting and
auditing matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the financial statements of the Counly of
Menominee, Michigan or a determination of the type auditor’s opinion to be expressed on those
statements, our professional standards require the consulting accountant to advise us as to determine
that the consultant has all the relevant facts. To our knowledge, there were no such consultations with
other accountants.

Issues Discussed Prior to Retention of Independent Auditors

We generally discuss a variety of matters, including the application of accounting principles and
auditing standards, with management each year prior to retention as the County of Menominee’s
auditors. However, these discussions occurred in the normal course of our professional relationship
and our responses were not a condition to our retention.

Difficulties Encountered in Performing the Audit

We encountered no difficulties in dealing with management in the performance of our audit.



Members of the Board of Commissioners
County of Menominee, Michigan

Comments and Recommendations

In planning and performing our audit of the financial statements of the County of Menominee,
Michigan, for the year ended September 30, 2007, we considered the County of Menominee,
Michigan’s internal control structure to determine our auditing procedures for the purpose of
expressing an opinion on the financial statements and not to provide assurance on the internal control
structure.

However, during our audit we became aware of matters that are opportunities for strengthening
internal controls and operating efficiency. The memorandum that accompanies this letter summarizes
ow comments and recommendations regarding those matters. This letter does not affect our report
dated March 21, 2008, on the financial statements of the County of Menominee, Michigan.

We have already discussed many of these comments and suggestions with various County personnel,
and we wil! be pleased to discuss them in further detail at your convenience, to perform any additional
study of these matters, or 1o assist you in implementing the recommendations.

This information is mntended solely for the use of the Menominee County Board of Commissioners,

management and oversight agencies and is not intended to be and should not be used by anyone other
than these specified parties.

fnblsoNockamns ug PLE

Anderson, Tackman & Company, PLC
Certified Public Accountants

March 21, 2008



COUNTY OF MENOMINLEE, MICHIGAN

COMMENTS AND RECOMMENDATIONS

September 30, 2007

Repeat Comments From the Prior Year

Budget Violations

Comment:

Public Act 621 of 1978, as amended, requires the adoption of a balanced budget for the General
Fund and Speccial Revenue Funds as well as budget amendments as needed to prevent actual
expenditures from exceeding those provided for in the budget.

For the year ended September 30, 2007, there were various funds where expenditures exceeded
appropriations. It was also noted that several funds had a deficit fund balance.

Recommendation:

We recommend expenditure accounts be closely monitored 1n order to determine the need to
amend the budget to prevent budget violations and that a deficit elimination plan be developed
and submitied to the Michigan Department of Treasury for funds in a deficit fund balance
position,

Management Response:
Accounts were monitored on a monthly basis by department heads, the monthly reports
distributed are now up to date and monitored by the Administrator as well. Special revenue

funds continue to be a problem, and they will be monitored more closely and those
expenditures controlled.

Improper Account Classification

Comment:
We noted several instances in which amounts were receipted into incorrect line items or funds.
Recommendation:
Caution should be taken in the account coding and posting process to make certain each receipt
is properly classified into the appropriate line item in order to maintain comparability from year
to year and budgetary control.

Management Response:

The Treasurer’s Office has a new person in place to hopefully correct this problem.
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COUNTY OF MENOMINEE, MICHIGAN

COMMENTS AND RECOMMENDATIONS

September 30, 2007

Inmate Trust Bank Account

Comment:

We noted several checks in the inmate trust account which were over one year old.

Recommendation:

We recommend these outstanding checks be escheated to the State of Michigan. The Sheriffs
department may also consider establishing a petty cash drawer at the jail and pay inmates with
balances of $5 or less in cash to avoid issuing checks for small amounts that typically do not
get cashed.

Management Response:

With the adoption of the new collection policies after last years audit, along with the state
mandated fees, and their implementation there are very few times that an inmate will be
released from jail with any funds in his/her account. When an inmate is released from the
county jail, if he/she has funds in their account, then a check will be issued from the Cobra
Banking System to that respective inmate. After the inmate is released and a check has been
issued, we do not have any knowledge if that check has been cashed or not. That information is
received by the Menominee County Treasurer, and follow up should occur in that office.

Accounts Receivable Reconciliation

Comment:

During our testing of the Delingquent Tax Revolving Fund we noted that the accounts receivable
balance for charge backs was not reconciied.

Recommendation:

To improve internal controls over accounts receivable, an individual should reconcile these
types of accounts on a monthly basis to ensure that the activity is being recorded properly.

Management Response:

The accounts receivable and payable that the Treasurer’s Office is responsible for, will be
balanced on a monthly basis.



COUNTY OF MENOMINEE, MICHIGAN

COMMENTS AND RECOMMENDATIONS

September 30, 2007

Bank Reconciliations

Comment:

We noted that bank reconciliation’s are not being performed timely and were not performed at
all during the 2007 fiscal year. There is an unresolved cash variance of $6,292 from prior years
recorded in the General Fund and we also noted during our testing, a difference in the cash
balance between the bank statements and the county general ledger of $21,978.

Recommendation:

Bank reconciliation’s are an integral part of the internal controls and should be completed by
the end of the subsequent month. The County Treasurer is the custodian of the County’s funds,
therefore, an individual in the Treasurers office who does not physically handle the cash should
perform the bank reconciliation’s.

Management Response:

The Treasurer’s office is following this recommendation.

Journal Entries

Comment:

During our analysis of journal entries, we noted many journal entries posted to correct prior
Jjournal enlries as well as several joumal entries which were posted in error.

Recommendation:

Before journal entries are posted, the County should ensure that they are properly recorded to
the correct accounts and that the enfry as posted is valid and appropriate. This procedure
should be performed by the individual who reviews and approves the journal entry, not the
individual initiating the journal entry.

Management Response:

Management will review the process and if need be, take corrective action to prevent any future
problems.



COUNTY OF MENOMINEE, MICHIGAN

COMMENTS AND RECOMMENDATIONS

September 30, 2007

Current Year Comments and Recommendations

Investment Policv

Comment:

GASB Statement 40 relates to various deposit and investment disclosure requirements as they
relate to different types of risks associated with those deposits and mvestments.

Recommendation:

The County should consider updating its investment policy to consider each of the new risks as
outlined in GASB Statement 40.

Management Response:

The County will review this and update the investment policy as needed.

Undistributed CFR Funds

Comment:

We noted there are commercial forest reserve funds which were collected in fiscal year 2006
and were nof distributed as of September 30, 2007.

Recommendation:

The County should investigate the proper allocation of these funds and distribute them as soon
as possible.

Management Response:

This will be investigated and the funds will be distributed as soon as possible.
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To the Menominee County Board
of Comrmnissioners

In planning and performing our audit of the financial statements of the governmental aclivities, the business-type
activities, the discrete]ly presented component units, each major fund, and the aggregate remaining fund
information of Menominee County as of and for the year ended September 30, 2007, in accordance with auditing
standards generally accepted in the United States of America, we considered Menominee County’s internal
control over financial reporting (intermal control) as a basis for designing our auditing procedures for the purpose
of expressing our opinions on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the a govermimental unit’s internal control. Accordingly, we do not express an opmion on the
effectiveness of the governmental unit’s intemal control.

Our consideration of internal control was for the limmited purpose described in the preceding paragraph and would
not necessarily identify all deficiencies in intemal control that migiht be sigmficant deficiencies or material
weaknesses. However, as discussed below, we identified certain deficiencies in internal control that we consider
to be significant deficiencies and other deficiencies that we consider to be material weaknesses.

A control deficiency exists when the design or operation of a control does not allow management or employees, in
the normal course of performing their assigned functions, to prevent or detect misstatements on a timely basis, A
significant deficiency is a control deficiency, or a combination of control deficiencies, that adversely affects the
entity’s ability to initiate, authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles such that there is more than a remote likelihood that 2 misstatement of the entity’s
financial statements that 1s more than inconsequential will not be prevented or detected by the entity’s internal
control. We censider the following deficiencies to be significant deficiencies i internal control.

« Material audit adjustments were required to the trial balances to properly accrue revenues, expenditures
and to reclassify posting errors.

+ (Cash had not been reconciled between the bank statements and the County general ledger for the entire
fiscal year.

e Management is unable to produce financial statements and the required disclosures in accordance with
accounting principles generally accepted in the United States of America.

A material weakness is a significant deficiency, or a combination of significant deficiencies, that results in more
than a remote likelikood that a material misstatement of the financial statements will not be prevented or detected
by the entity’s internal control. We believe that the following deficiencies constitute material weaknesses:

+ All of the significant deficiencies noted above are considered material weaknesses.

This communication is intended solely for the information and use of management, the County Board, and others
within the organization, and is not intended to be and should not be used by anyone other than these specitied

Anderson, Tackman & Company, PLC
Certified Public Accountants

March 21, 2008
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